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President's  Message 


MISSION  STATEMENT 


San  Francisco  City  and  County  Employees'  Retirement  System 

is  dedicated  to  securing,  protecting  and  prudently  investing 

the  pension  trust  assets,  administering  mandated  benefit 

programs,  and  providing  promised  benefits. 


We  are  pleased  to  present  the  San  Francisco  Employees'  Retirement  System's  Annual 
Report  for  the  fiscal  year  ended  June  30,  1995.  The  fiscal  year  ended  June  30,  1995 
was  a  successful  year  for  the  Retirement  System,  albeit  challenging.  The  Retirement 
System  experienced  a  heartening  return  on  investments  this  year.  We  also  completed 
the  transfer  of  the  Workers'  Compensation  division  to  the  City's  Human  Resources 
department.  We  made  progress  toward  our  objective  of  modernizing  our  benefits 
processing  system  and  we  made  great  strides  in  improving  communications  with  our 
members. 

The  assets  held  in  trust  on  behalf  of  members  enjoyed  a  return  on  investments  of  14.6% 
for  1994-1995.  The  investment  markets  were  predominandy  positive  due  to  declining 
interest  rates  and  steady  corporate  growth.  The  investment  returns  exceeded  the 
expectations  for  the  year  and  contributed  to  the  Retirement  Board's  decision  to  reduce 
the  rate  of  the  City's  contributions,  which  we  have  been  able  to  do  repeatedly  in  recent 
years.  One  of  the  Retirement  System's  important  accomplishments  was  the  attainment 
of  fully  funded  status  with  respect  to  the  pension  obligations  to  members. 

On  behalf  of  my  colleagues  on  the  Board,  I  wish  to  convey  our  deep  gratitude  and  pride 
to  each  member  of  our  staff  for  the  fine  performance  for  1994-1995.  The  Board  and 
staff  diligently  focused  on  our  mission  of  paying  promised  benefits  and  prudently 
investing  trust  assets  and  we  are  pleased  to  present  the  results  summarized  in  this 
report. 


In  honor  of  our 


Constance  M.  Hiatt 
President  of  the  Retirement  System 
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The  Retirement  Board 


The  Retirement  Board  is  responsible  for  the  administration,  management,  operation  and  policies 
of  the  Retirement  System.  The  Board  meets  at  least  twice  each  month  and  reviews  important 
elements  of  Retirement  System  business,  including: 


Pension  Fund  Investment  Issues 

The  Board  monitors  investment  performance,  establishes  investment  strategy, 
selects  and  monitors  outside  investment  managers,  monitors  investment 
alternatives,  establishes  and  reviews  the  System's  social  investment  policies. 


Actuarial  Issues 

The  Board  reviews  plan  funding  annually  and  sets  actuarial  and  economic 
assumptions  in  order  to  establish  City  and  County  rates  of  contribution  to  the 
Plan. 


Member  Issues 

The  Board  reviews  and  approves  member  retirement  benefits,  including  service 
and  disability  retirements,  worker  compensation  cases,  and  claims  involving 
special  circumstances,  litigation  and  subrogation.  Annually,  the  Board  approves 
cost-of-living  increases  for  retired  members  as  determined  by  the  City  Charter. 


Administrative  Issues 

The  Board  establishes  the  Retirement  System's  administrative  budget  and 
Investment  Division  budget  as  authorized  by  the  City  Charter  and  the  California 
Constitution.  The  Board,  through  the  staff,  is  responsible  for  providing  services 
to  members  in  a  cost  effective-manner. 


The  Board  is  composed  of  seven  commissioners,  including  three  members  of  the  System  elected 
by  the  membership,  three  mayoral  appointments,  and  the  President  of  the  Board  of  Supervisors 
(or  designee). 
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Members  of  the  Board 

(1994  -  1995) 


NAME 

RROFESSK)N/DEPARlMENT 

TERM 
EXPIRATION 

Elected  by  Members: 

Peter  Ashe 

Recreation  &  Parks 

February,  1995 

Al  Casciato 

Police  Department 

February,  2000 

Joseph  D.  Driscoll 

Fire  Department 

February,  1996 

Herb  Meiberger,  C.F.A. 

Retirement  System 

February,  1997 

Appointed  by  Mayor: 

William  Breall,  M.D. 

Cardiologist 

February,  1999 

Constance  M.  Hiatt 

Attorney 

February,  1998 

Patricia  E.  Martel 

Public  Administrator 

February,  1999 

Ex  Officio: 

Angela  Alioto 

President,  Board  of  Supervisors 

April,  1995 

Vacant 

April,  1996 

Highlights  of  Board  Activities 
for  the  1994-1995  Fiscal  Year 

The  Retirement  Board  addressed  several  significant  issues  during  the  1994-1995  Fiscal  Year. 

General  Administrative  Highlights 

The  Retirement  Board  met  with  senior  staff  in  strategic  planning  sessions  in  November  and  June 
establishing  goals  and  objectives  for  the  following  six  month  periods. 

In  November  1994  the  Board  accepted  the  resignation  of  Kenneth  L.  Shaffer  as  Chief  Investment 
Officer  and  thanked  him  for  his  five  years  of  service  to  SFERS. 

On  February  14,  1995,  the  Retirement  Board  and  staff  recognized  the  fifteen  years  of  service 
by  President  Peter  Ashe  at  his  last  meeting  as  a  member  of  the  Board. 
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The  Retirement  Board  welcomed  two  new  Board  members  during  the  fiscal  year,  Patricia  E. 
Martel  in  November  1994,  and  Al  Casciato  in  February  1995. 

Carolyn  Hamilton,  former  Portfolio  Manager  for  Equities,  was  appointed  as  Chief  Investment 
Officer  on  April  3,  1995,  after  a  nationwide  search  and  evaluation  process. 

On  May  9,  1995,  the  Board  elected  Constance  Hiatt  as  President  and  Herb  Meiberger  as  Vice- 
President. 

The  Board  approved  a  member  satisfaction  survey  to  be  conducted  for  members  who  retired  on 
or  after  July  1,  1995. 


Investments 


In  the  area  of  investments  for  the  System's  $6.7  billion  trust  fund,  the  Board  spent  considerable 
time  in  due  diligence  and  decision-making. 

In  late  September  1994,  the  Retirement  Board  selected  Asset  Strategy  Consulting  to  serve  as 
general  investment  consultant  for  the  plan.  Asset  Strategy  Consulting  commenced  this  service 
with  the  preparation  of  a  long  term  strategic  Asset  Allocation  study.  As  a  result  of  the  study, 
the  Board  changed  the  fund's  asset  mix  to  include  a  higher  proportion  of  equities  and  alternative 
investments. 

The  Retirement  Board  hired  Investors'  Fiduciary  Services,  Inc.  in  February  1995  to  serve  as  the 
proxy  management  service  while  freeing  staff  to  engage  in  higher  priority  activities. 

In  April  1995,  the  Retirement  Board  reviewed  the  activities  funded  by  directed  brokerage 
commissions  and  adopted  a  Directed  Commissions  policy. 


Equities 

The  Board  commenced  a  study  of  the  International  Equity  Portfolio  in  December  of  1993  and 
conducted  a  search  of  International  Emerging  Market  and  International  Small  Cap  managers. 
The  Board  selected  Capital  International,  Inc. ,  Dunedin  Fund  Managers,  and  Pictet  International 
Management  Ltd.  in  the  fall  of  1994. 

On  June  27,  1995,  the  Retirement  Board  terminated  the  services  of  Mackay  Shields,  a  fixed 
income  investment  manager  and  Hanson  Management,  an  equities  manager.  In  addition,  the 
Board  terminated  the  internally- managed  yield-oriented  equities  portfolio  and  redeployed  the 
proceeds  to  an  S&P  500  Futures  strategy. 
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Fixed  Income 

A  major  development  in  the  fixed  income  portfolio  was  the  selection  of  two  external  commercial 
mortgage  portfolio  managers.  At  the  Board  meeting  of  December  13,  1995  the  Retirement 
Board  selected  Schroder  Mortgage  Company  and  Aldrich,  Eastman  and  Waltch  to  originate  and 
manage  portfolios  of  commercial  mortgages.  The  commercial  mortgages  will  be  acquired  under 
parameters  prescribed  in  pre-approved  manager  investment  plans. 

Real  Estate 

The  Board  continued  to  fund  acquisitions  made  on  behalf  of  the  System  by  its  three  separate 
account  managers,  AMB  Institutional  Realty,  Metric  Institutional  Realty,  and  RREEF.  These 
managers  focused  their  activity  on  multi- family  housing,  industrial  warehouse  and  distribution 
facilities,  "neighborhood"  and  "power-center"  retail  properties,  and  suburban  office  buildings. 
These  properties  are  located  in  several  mid-size  and  major  markets  in  the  United  States. 

The  Retirement  Board  and  staff  with  the  assistance  of  the  System's  real  estate  consultant,  the 
Townsend  Group,  continue  to  implement  the  real  estate  investment  strategy  stressing  annual 
review  and  opportunistic  deployment  of  capital. 

Alternative  Investment 

The  Retirement  Board  approved  several  new  Alternative  Investment  relationships  including: 

Partnership  Type 

ABRY  Broadcast  Partners  n  Asset-Based  Special  Situations 

Apax  UK  V  Asset-Based  Special  Situations 

Knightsbridge  Integrated  Holdings  II  Venture  Capital 

Clayton  Dubilier  &  Rice  Fund  V  Asset-Based  Special  Situations 

Grotech  IV  Venture  Capital 

Sprout  Capital  VII  Venture  Capital 

Morgan  Grenfell  Development  Capital  in  Asset  Based  Special  Situations 

Weston  Presidio  Capital  II  Venture  Capital 

Summit  Partners  IV  Venture  Capital 

SCF  Partners  III  Energy 

Actuarial  Highlights 

The  Retirement  Board  approved  City  and  County  contribution  rates  for  FY  95-96  which  were 
lower  than  the  prior  year.  The  reduced  rates  reflect  the  continued  good  experience  in  asset 
returns  and  lower  than  projected  wage  increases.    The  Plan  has  no  overall  unfunded  liability. 

Two  percent  Cost  of  Living  Adjustments  (2%  COLAs)  were  provided  for  most  retirees  effective 
July  1,  1995.  This  increase  was  slightly  higher  than  the  1994  increase  in  the  cost  of  living  in 
the  San  Francisco  Bay  Area,  upon  which  the  increase  was  based. 
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Deferred  Compensation  Highlights 


The  Board  discussed  methods  of  funding  administrative  costs  of  the  Deferred  Compensation 
Plan. 


Workers'  Compensation  Highlights 


The  Workers'  Compensation  Division  was  transferred  to  the  Department  of  Human  Resources 
effective  January  1,  1995.  From  July  1,  1994  through  December  31,  1994,  the  Retirement 
System  management  worked  with  DHR  management  to  prepare  the  city  workforce  for  the  new 
organizational  placement. 

The  Retirement  Board  considered  proposals  from  three  medical  centers  for  the  provision  of 
Medical  Treatment  Facility  Services.  At  the  Retirement  Board  meeting  on  November  9,  1994, 
the  Board  selected  the  San  Francisco  General  Hospital/Mt.  Zion  proposal  to  provide  initial 
treatment  for  workers  injured  on  the  job. 

SFERS  and  DHR  worked  together  to  define  the  contract  terms  for  the  medical  treatment  facility 
into  the  new  calendar  year.  The  Retirement  System  continued  to  provide  accounting  support  and 
general  management  information  to  the  DHR/DWC  throughout  the  remainder  of  the  fiscal  year. 
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Employees'  Retirement  System 


The  Employees'  Retirement  System  was  created  under  the  direction  of  the  Board 
of  Administration  in  1922.  The  current  Retirement  System  structure  was 
established  in  the  1932  Charter.  The  Retirement  System  and  its  staff  are 
responsible  for  administering  three  major  employee  benefit  programs  for  the  City 
and  County  of  San  Francisco.   These  programs  include: 


■*"        Retirement  System  Pension  Plan 

«*•       Workers'  Compensation  Program    (7/1/94  through  12/31/94) 

■s*       Deferred  Compensation  Plan 


Each  of  these  programs  is  mandated  by  specific  Charter  sections,  State  statute  or 
Administrative  Code  provisions. 


The  following  pages  outline  the  organizational  structure  of  the  Retirement  System 
and  show  the  major  functional  responsibilities  of  each  division  while  describing 
key  events  and  statistics  for  the  completed  fiscal  year. 
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Administrative  Division 


The  Retirement  Board,  subject  to  the  provisions  of  the  Charter,  appoints  a 
Secretary-General  Manager  to  direct  and  manage  the  Retirement  System's 
programs  and  operations. 

The  Administrative  Division  assists  the  General  Manager  in  the  supervision  and 
direction  of  various  plans  and  programs  of  the  Retirement  System.  The  Division 
executes  and  implements  the  Retirement  Board  policies  and  directives. 

The  Board  also  appoints  an  Actuary  and  a  Consulting  Actuary,  both  of  whom 
provide  actuarial  expertise  to  the  Retirement  Board  in  the  development  and 
implementation  of  plans,  programs  and  reports  governing  the  benefit  structure  of 
the  Retirement  System. 

The  Administrative  Division  performs  a  wide  range  of  services  for  the  Retirement 
Board.  The  Division  prepares  and  distributes  calendars  and  minutes  of  all  Board 
meetings,  assists  the  Board  in  the  conduct  of  its  meetings,  prepares  a  variety  of 
reports  and  correspondence  pertaining  to  Board  activities  and  makes 
recommendations  and  proposals  to  the  Board  on  matters  which  affect  the 
administration  and  management  of  the  Retirement  System. 

The  Administrative  Division  monitors  the  City  and  County's  Deferred 
Compensation  Program  and  administers  hardship  withdrawal  applications. 

The  Administrative  Division  implements  and  administers  the  Hearing  Officer 
process.  Hearing  Officers,  under  contract  to  the  Retirement  Board,  hear  and 
determine  all  applications  for  disability  retirement,  disability  leave  and  death 
benefits.  Two  agencies,  the  California  State  Office  of  Administrative  Hearings 
and  the  American  Arbitration  Association,  select  Hearing  Officers  to  conduct  the 
various  hearings. 

The  following  pages  provide  statistical  information  regarding  the  Hearing  Officer 
process  and  the  Deferred  Compensation  Plan. 
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Hearing  Officer  Report 
FISCAL  YEAR    1994  -  1995 


CASES 

TOTAL 

NO.  OF 

HEARINGS 

TOTAL 

NO. 

GRANTED 

TOTAL 

NO. 
DENIED 

Industrial  Disability  Retirements 

49 

28 

11 

Ordinary  Disability  Retirements 

95 

80 

4 

Industrial  Disability  Determinations 

10 

2 

2 

Death  Benefits 

7 

5 

0 

Petitions  for  Rehearing 

0 

5 

14 

PERS 

15 

8 

3 

Reinstatements 

0 

0 

0 

TOTAL 

176 

128 

34 

Hearing  Officer  Report 

Four-Year  Conparison 


E3    Hearings 


Legend 

£j    Granted       £?    Denied 


200 


1901-82 


1992-93 


1993-94 


1994-95 


Hearings 

183 

143 

147 

176 

Granted 

118 

121 

106 

126 

Denied 

59 

42 

52 

34 
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Deferred  Compensation  Plan 

The  City  and  County  provides  a  Deferred  Compensation  Plan  for  its  employees  which  is 
monitored  by  the  Retirement  System's  Administrative  Division.  This  plan,  inaugurated  in  1979, 
permits  City  and  County  employees  to  defer  receipt  and  taxation  of  a  portion  of  their  regular 
compensation  until  they  reach  the  age  of  retirement.  The  deferred  wages  are  invested  on  behalf 
of  each  participant  by  the  ITT  Hartford  Company  in  one  or  more  of  nineteen  investment  vehicles 
that  are  selected  by  the  participant.  Neither  the  deferred  wages  nor  the  earnings  are  subject  to 
current  Federal  or  State  Income  taxes.  Taxes  become  payable  when  the  deferred  income  plus 
earnings  are  distributed,  presumably  at  retirement  when  the  participant  will  normally  fall  into 
a  lower  income  tax  bracket.   The  Deferred  Compensation  Program  is  a  voluntary  program. 


Deferred  Compensation  Participation: 

Three  Year  Comparison 

FY  1994-95 

FY  1993-94 

FY  1992-93 

ACTUAL 

%  CHANGE    | 

ACTUAL 

%  CHANGE 

ACTUAL 

Number  of  Active  Participants 

10,595 

12.56% 

9,413 

12.55% 

8,364 

INVESTMENT  OPTIONS 

General  (Savings) 

$160,624,151 

16.39 

$138,009,051 

11.84 

$123,405,720 

Hartford  Stock  Fund 

31,402,198 

20.57 

26,044,101 

6.37 

24,485,032 

Fixed  Income  (Bond) 

5,133,431 

8.28 

4,740,940 

<8.86> 

5,201,928 

Advisors  Account 

43,329,345 

15.49 

7,519,005 

5.75 

35,481,825 

Money  Market 

3,355,159 

17.08 

2,865,630 

10.67 

2,589,480 

Govt.  Sec.  Money  Market 

938,905 

14.42 

820,560 

<4.20> 

856,559 

Hartford  Capital  Appreciation 

29,402,169 

46.41 

20,082,555 

23.27 

16,292,655 

Mortgage  Securities 

2,564,770 

3.08 

2,488,046 

<2.87> 

2,560,320 

Index  Fund 

3,349,054 

34.94 

2,481,956 

<9.98> 

2,757,188 

Socially  Responsive 

3,156,711 

26.36 

2,498,097 

8.20 

2,308,938 

Hartford  International  Fund 

9,663,523 

5.95 

9,120,749 

193.89 

3,103,526 

20th  Century  Ultra 

11,854,141 

45.50 

8,147,211 

137.82 

3,425,830 

20th  Century  Select 

2,103,101 

40.26 

1,499,457 

40.94 

1,063,950 

20th  Century  Balanced 

1,045,121 

35.03 

773,971 

2.19 

757,385 

Fidelity  Growth  Opportunities 

4,741,995 

2508.65 

181,780 

* 

* 

Fidelity  Income  Growth 

645,844 

348.30 

144,065 

* 

* 

Fidelity  Strategic  Opportunities 

450,647 

265.64 

123,248 

* 

* 

Fidelity  Overseas 

1,547,777 

436.18 

288,667 

* 

* 

Dividend  &  Growth  Fund 

184,142 

** 

*• 

** 

** 

TOTAL 

315,492,184 

:::;::  ;   2236* 

$257329,089 

14M% 

$224,290,336 

Retirees  Receiving  Benefits 

790 

6.33% 

743 

0.14 

742 

Retiree  Assets 

36,064,234 

8.24% 

$33,317,751 

3.86% 

S32.082.240 

*AMS/FA  Funds  were  introduced  in 

April,  1994 

♦•Dividend  &  Growth  Fund  was  introduced  in  May,  1995 
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Investment  Division 


The  Retirement  System's  investment  strategies  and  the  composition  of  its 
aggregate  portfolio  have  changed  considerably  over  the  seventy  years  since  its 
inception.  Its  goal,  however,  has  essentially  remained  the  same:  to  maximize 
long-term  rates  of  return  on  investments  within  prudent  guidelines.  These  goals 
continue  to  be  met,  as  evidenced  by  the  14.6%  return  on  the  trust  fund  for  the 
fiscal  year  ended  June  30,  1995.  The  market  value  of  the  trust  fund  was  $6.7 
billion  as  of  June  30,  1995. 


The  Investment  Division's  professional  staff  serves  as  a  resource  to  the 
Retirement  Board  in  the  development  of  investment  policies  and  practices  and 
assists  in  the  performance  of  the  Board's  fiduciary  responsibilities  to  the  pension 
trust.  Staff  also  analyzes,  develops  and  recommends  asset  allocation  mixes, 
manages  investment  portfolios,  and  monitors  the  activities  of  external  investment 
managers. 


At  the  end  of  the  fiscal  year,  over  one-third  of  the  pension  Fund's  assets  were 
managed  internally,  including  $1.8  billion  in  domestic  bonds  and  $775  million  in 
domestic  equities.  The  balance  of  the  portfolio  was  managed  by  external 
managers  specializing  in  domestic  and  global  fixed  income,  domestic  and 
international  equities,  and  real  estate  and  alternative  investments.  For  the  five- 
year  period  ended  June  30,  1995,  the  fund's  return  on  investments  was  in  excess 
of  10.27%  per  year. 
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Investment  Portfolio  Performance 


For  the  fiscal  year  ended  June  30,  1995,  the  rate  of  return  on  the  trust  fund  was  14.58%,  led 
by  strong  increases  in  Alternative  Investments  (including  venture  capital  and  buy-out 
partnerships)  and  domestic  equities.  International  equities  lagged  due  to  economic  problems  in 
such  major  countries  as  Japan.  The  fund's  twelve  month  return  was  substantially  above  the 
annualized  return  of  10.27%  for  the  five-year  period  ended  June  30,  1995  due  to  record- 
breaking  domestic  corporate  profits  and  a  resumption  of  the  decline  in  interest  rates.  Part  of  the 
reason  for  the  high  profits  was  the  weakness  in  the  US  dollar  which  resulted  in  a  substantial 
increase  in  the  sale  of  US  goods  overseas.  This  weakness  also  caused  an  impressive  rally  in 
foreign  bonds,  resulting  in  a  13.65%  return  to  the  fund  in  that  sector  over  the  five-year  period. 
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Investment  Highlights  of  the  1994-1995  Fiscal  Year 


Lower  interest  rates  and  rising  corporate  profits  resulted  in  strong  gains  in  nearly  all  sectors  of 
the  capital  markets  during  the  fiscal  year  ended  June  30,  1995.  The  Retirement  Fund's  total 
return  on  investments  was  14.6% .  Domestic  equities  and  global  bonds  were  the  best  performing 
asset  categories  while  economic  problems,  primarily  in  Japan  and  Mexico,  adversely  affected 
international  equity  returns. 

During  the  fiscal  year,  three  additional  managers  were  hired  to  expand  the  Fund's  commitment 
to  international  equities  to  take  advantage  of  strong  economic  growth  potential  overseas.  The 
Fund's  commitment  to  alternative  assets  including  venture  capital,  leveraged  buyouts  and 
distressed  securities  was  also  increased  as  were  the  allocations  to  domestic  real  estate. 

The  following  chart  illustrates  percentages  of  Fund  assets  by  major  investment  categories  as  of 
June  30,  1995.  Seventy-one  percent  of  the  aggregate  portfolio  was  allocated  to  traditional  US 
securities  including  domestic  fixed  income  and  domestic  equities.  Global  fixed  income 
comprised  10%  of  the  Fund  with  international  equities  at  9%.  Real  estate  assets  were  7%  and 
alternative  investments  3%. 


Asset  Allocation  as  of  June  30,  1995  -  Market  Value 


Alternative 
International  Equity        Investments 
9%  3% 


Real  Estate 
7% 


Domestic  Equity 
28% 


Domestic  Fixed  Income 
35% 
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Portfolio  Investments  as  of  June  30,  1995 


%W 

MARKET 

%  OF 

CATEGORY 

COST 

TOTAL 

VALUE 

TOTAL 

FIXED-INCOME: 

Temporary  Investments 

$535,850,448 

8.98 

$535,008,598 

8.01 

GOVERNMENT  OBLIGATIONS: 

U.S.  Government  Securities 

731,683,593 

12.27 

792,528,507 

11.87 

Federal  Agency /Mortgage  Securities 

948,911,073 

15.91 

1,000,020,245 

14.83 

Foreign  Government  Securities 

575,410,416 

9.65 

619,574,471 

9.28 

Accumulated  Amortization  Gvt.  Sec. 

36,297,590 

0.61 

0.00 

TOTAL  GOVT.  OBLIGATIONS: 

2,292,302,672 

38.44 

2,412,123,223 

36.11 

CORPORATE  OBLIGATIONS: 

Domestic  Corp.  Obligations: 

Industrials 

324,792,282 

5.45 

332,299,148 

4.98 

Asset-Backed  Securities 

23,781,596 

0.40 

25,146,363 

0.38 

Mortgage-Backed  Securities 

39,272,509 

0.66 

39,772,145 

0.60 

Banking  Obligations 

4,137,614 

0.07 

3,982,392 

0.06 

Financial  Obligations 

57,117,295 

0.96 

57,504,582 

0.86 

Convertible  Obligations 

13,453,965 

0.23 

15,851,687 

0.24 

Accum.  Amortization/ Adjustments 

2,967,131 

0.05 

2,776,937 

0.04 

Total  Domestic  Corp.  Obligations: 

465,522,392 

7.82 

477,333,254 

7.16 

Foreign  Corporate  Obligations 

71,915,719 

1.21 

76,200,925 

1.14 

TOTAL  FIXED  INCOME: 

$3,365,591,230 

56.45 

330,666,000 

52.42 

EQUITIES: 

0.69 

PREFERRED  STOCK: 

35,057,312 

0.59 

46,044,637 

DOMESTIC  COMMON  STOCK: 

Consumer  Durables 

53,038,637 

0.89 

65,480,330 

0.98 

Consumer  Non-Durables 

316,601,633 

5.23 

439,169,900 

6.52 

Finance  and  Building 

179,876,118 

3.02 

244,954,606 

3.67 

Health  Care 

157,589,055 

2.64 

195,829,100 

2.93 

Capital  Goods 

292,395,232 

4.90 

461,039,259 

6.84 

Energy 

105,067,259 

1.76 

124,167,641 

1.86 

Basic  Industry 

80,783,612 

1.35 

106,410,589 

1.59 

Transportation 

36,200,604 

0.61 

40,115,044 

0.60 

Utility 

137,410,935 

2.30 

167,916,205 

2.51 

Miscellaneous 

2,958,360 

0.05 

6,038,689 

0.09 

Total  Domestic  Common  Stocks: 

1,361,921,445 

22.75 

1,851,121,363 

27.59 

Foreign  Common  Stock 

524,083,243 

8.79 

575,435,000 

8.62 

TOTAL  EQIjrn£& 

1,921,062,000 

32.19 

2,472,601,000 

37.02 

OTHER  INVESTMENTS: 

Equity  Real  Estate 

487,806,000 

8.18 

487,173,000 

7.29 

Alternative  Investments 

189,700,000 

3.18 

218,392,000 

3.27 

TOTAL  OTHER  INVESTMENTS: 

$677,506,000 

1136 

$705,565,000 

10.56 

TOTAL     PORTFOLIO 

$5,964,159,230 

100.00 

$6,678,832,000 

100.00 
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Retirement  Services  Division 


The  Retirement  Services  Division  provides  a  range  of  services  to  members  and  their 
beneficiaries.  These  services  include  active  and  retired  member  counseling  and  calculation  of 
benefits  and  pension  payments.  The  Retirement  Services  Division  also  provides  post  retirement 
benefits  such  as  the  processing  of  members'  requests  for  verification  of  information,  documents 
or  forms,  address,  beneficiary  and  tax  withholding  changes. 

The  following  units  comprise  the  Division: 

Member  Services  Unit: 

This  Unit  provides  information  and  counseling  to  new  employees  upon  becoming  eligible  for 
Retirement  System  membership.  In  addition,  all  personnel  transactions  such  as  promotions, 
transfers  and  terminations  are  processed  in  this  unit.  Current  members  are  provided  services 
regarding  rate  of  contribution,  address,  beneficiary  and  birthdate  changes.  Requests  for 
verification  of  information  are  processed  in  this  unit.  Members  considering  retirement  are 
counseled  by  staff  in  this  unit,  and  retirement  applications  are  processed  by  staff  at  the  time  of 
the  counseling  session.  This  unit's  staff  visits  homes  and  hospitals  for  member  counseling  and 
retirement  sign-up. 

Member  Accounts  and  Data  Base  Maintenance  Unit: 

This  Unit  performs  a  wide  range  of  services  such  as  initiating  and  maintaining  members' 
retirement  accounts,  maintaining  records  and  related  matters  and  closing  members'  accounts. 

Calculation  of  buybacks  (prior  service,  redeposit,  shortage,  contributions  owed),  notification  to 
members  of  the  cost  of  buybacks,  processing  the  members'  election  to  purchase  and  follow-up 
of  members'  buyback  payment  schedules  are  processed  by  staff  in  this  unit.  In  addition  this  unit 
is  responsible  for  members'  annual  Benefit  Statements  and  the  posting  of  payroll  data  in  the  data 
base  system.  Updates  of  members'  data  in  the  computer  system  are  performed  by  this  unit's 
staff. 

Benefits  Calculation  Unit: 

All  benefits  paid  on  account  of  a  member's  retirement,  death  or  termination  are  calculated  and 
processed  for  payment  in  this  unit.  Staff  in  this  unit  also  adjust  benefits  due  to  cost-of-living, 
court  orders,  Internal  Revenue  Service  and  Franchise  Tax  Board  levies  and  Family  Support. 

Microfilm  and  Records  Unit: 

The  records  of  active  and  retired  members  are  maintained  by  this  unit  as  well  as  all  payroll  data 
and  documents  necessary  for  processing  benefits.  Records  are  microfilmed  and  copies  of  all 
microfilmed  records  are  kept  at  another  location. 
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Plan  Membership 


The  Retirement  System  administers  three  separate  retirement  plans  for  City  and  County 
employees:  the  Miscellaneous  Plan,  the  Police  Plan  and  the  Fire  Plan.  Each  of  the  plans 
consists  of  two  tiers  as  a  result  of  a  Charter  Amendment  passed  by  the  electorate  in  1976,  which 
reduced  retirement  benefits  to  all  City  and  County  employees  hired  after  November  1,  1976. 

Employees  in  certain  job  classifications  of  the  City  and  County  of  San  Francisco  may  also  be 
eligible  for  membership  in  other  retirement  systems. 

In  1968,  deputized  personnel  of  the  Sheriff  s  Department  were  authorized  to  transfer  to  the  State 
of  California  Public  Employees'  Retirement  System  (CALPERS).  Airport  Police  and 
Institutional  Police  personnel  were  authorized  to  transfer  to  CALPERS  in  1984  and  1985, 
respectively.  District  Attorney  Investigators  similarly  were  authorized  to  transfer  to  CALPERS 
in  1986. 

In  1972,  school  teachers  were  authorized  to  transfer  to  the  State  Teachers  Retirement  System 
(STRS). 

On  September  1,  1990,  employees  who  were  Adult  and  Juvenile  Probation  Officers  on  that  date 
became  CALPERS  members  for  all  prospective  service  rendered  in  qualified  job  classes.  All 
service  prior  to  September  1,  1990  is  credited  with  the  Retirement  System  under  reciprocity. 


Active  Membership 

Active  membership  as  of  June  30,  1995  was  approximately  2.3%  higher  than  membership  as  of 
June  30,  1994.  As  of  June  30,  1995,  there  were  21,092  members  of  the  miscellaneous  plan, 
1,852  members  of  the  Police  plan,  and  1,466  members  of  the  Fire  plan.  Please  refer  to  tables 
on  page  24  for  membership  as  of  June  30,  1995,  and  previous  fiscal  years. 

Miscellaneous  members  comprise  approximately  86.4%  (21,092)  of  the  total  membership. 
Approximately  16.6%  (3,506)  of  the  total  miscellaneous  members  are  employees  who  were  hired 
before  November  2,  1976. 

Police  officers  and  firefighters  comprise  approximately  7.6%  (1,852)  and  6%  (1,466)  of  the  total 
membership,  respectively. 

Miscellaneous  Plan  members  are  members  of  the  Social  Security  System.  Social  Security 
coverage  was  first  made  available  to  City  and  County  employees  in  September,  1959.  Members 
covered  under  Social  Security  may  elect  to  reduce  their  contributions  to  the  Retirement  System 
by  a  portion  of  the  amount  contributed  to  Social  Security  annually.  These  members  will  have 
account  shortages  and  will  have  reduced  pensions  on  retirement  if  the  shortages  are  not  paid 
prior  to  retirement. 
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Where  reference  is  made  to  Charter  sections  covering  groups  of  employees,  the  following 
identifies  such  reference. 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.509 

Miscellaneous  members  before  November  2,  19976 

8.584 

Miscellaneous  members  on  or  after  November  2,  1976 

8.559 

Police  members  before  November  2,  1976 

8.586 

Police  members  on  or  after  November  2,  1976 

8.585 

Fire  members  before  November  2,  1976 

8.588 

Fire  members  on  or  after  November  2,  1976 

Other  Charter  References: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.514 

Social  Security  Coverage  for  Miscellaneous  Employees 

8.508-1 

Teachers  in  STRS 

8.505 

Port  Employees  -  CALPERS 

8.506 

Sheriffs  Employees  -  CALPERS 

8.506-2 

Airport  Police  Officers,  Institutional  Police  Officers,  District 
Attorney  Investigators,  Probation  Officers  -  CALPERS 

8.506-3 

Housing  Authority  Police  -  CALPERS 
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Membership  as  of  June  30,  1995 

(Three  year  comparison) 


CHARTER 
SECTION 

EMPLOYEE 
TYPE 

NUMBER  OF  ACTIVE 
MEMBERS 

AS  OF 
6/30/95 

AS  OF 
6/30/94 

AS  OF 

6/30/93 

8.509 

Miscellaneous  members  before 
November  2,  1976 

3,506 

3,689 

3,905 

8.584 

Miscellaneous  members  on  or 
after  November  2,  1976 

17,586 

16,884 

16,953 

8.559 

Police  members  before  November 
2,  1976 

483 

535 

563 

8.586 

Police  members  on  or  after 
November  2,  1976 

1,369 

1,298 

1,252 

8.585 

Firefighter  members  before 
November  2,  1976 

578 

616 

653 

8.588 

Firefighter  members  on  or  after 
November  2,  1976 

888 

849 

775 

TOTAL    EMPLOYEE 

24,410 

23,871 

24,101 
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City  and  County  Rates  of  Contributions 


As  a  Percentage  of  Payroll 


COVERED  PERIOD 

POLICE 

FIRE 

MISC. 

1992-93  (July) 

50.57% 

67.49% 

12.67% 

1992-93  (Aug  -  Jan) 

24.04% 

49.29% 

12.67% 

1992-93  (Feb  -  June) 

24.04% 

43.17% 

9.08% 

1993-94  (1st  half) 

26.92% 

40.02% 

7.36% 

1993-94  (2nd  half) 

19.76% 

19.47% 

5.39% 

1994-95  (1st  half) 

19.76% 

19.47% 

5.39% 

1994-95  (2nd  half) 

19.76% 

19.47% 

5.39% 

Note:   Rates  of  contribution  are  composite  rates  for  Old  and  New  groups. 


Employee  Contribution  Rates 


As  a  Percentage  of  Payroll 


GROUP 

RATE  OF  CONTRD3UTTON 

Miscellaneous  (Old)* 

8.00% 

Miscellaneous  (New) 

7.50 

Police  (Old) 

7.00 

Police  (New) 

7.50 

Fire  (Old) 

7.00 

Fire  (New) 

7.50 

""Contributions  for  Old  Plan  Miscellaneous  Employees  (Charter  Section  8.509)  are  based  on 
gross  income.  Contributions  for  other  groups  are  based  on  gross  income  minus  overtime 
compensation. 


San  Francisco  Retirement  System 


25 


Annual  Report  Ending  June  30,  1995 


Member  Services  Unit 


The  following  table  summarizes  several  activities  of  the  Member  Services  Unit  during  fiscal  year 
1994  -  95: 


ACTIVITY 

TOTAT 

Retirement  Appointments 

869 

Retirement  Applications  Processed 

552 

Personnel  Transactions: 

New  Employees 

1,123 

Rehires 

55 

Promotions  /  Transfers 

1,636 

Fire  Recruits 

60 

Police  Recruits 

325 

Sheriff  Recruits 

64 

Visitors 

12,345 

Mail  Getters) 

17,819 

Home  Visits 

19 

Group  Presentations 

12 

Beneficiary  Changes 

1,352 

Rate  Changes 

803 

Refund  Packets 

503 

Verification  of  Pension  or  Benefit  Data 

457 

Other  faddress.  name.  SSN  chanpe.O 

2.468 

Retirement  appointments  increased  approximately  5%  in  fiscal  year  1994-95  when  compared  to 
appointments  in  1993-94,  from  825  in  1993-94  to  869  in  1994-95.  Retirement  applications 
processed  increased  12%,  from  491  in  1993-94  to  552  in  1994-95. 

Personnel  transactions  processed  increased  24%  in  1994-95,  from  2,628  in  fiscal  year  1993-94 
to  3,263  in  1994-95.  New  employees  hired  in  1994-95  (1,123),  increased  28%  when  compared 
to  new  hires  in  1993-94  (874). 

Promotions  and  transfers  accounted  for  approximately  50%  of  all  personnel  transactions 
processed  in  fiscal  year  1994-95. 
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Nineteen  (19)  retirement  counseling  sessions  were  held  in  hospitals  or  members'  homes  due  to 
member  inability  to  visit  our  office.  Staff  travelled  to  Concord,  Vallejo,  South  San  Francisco, 
and  San  Francisco  to  counsel  ill  employees. 

Staff  made  12  group  presentations  for  membership  enrollment.  Generally,  in  job  classes  such 
as  fire  and  police  recruits,  transit  operators  and  sheriff  recruits  are  counseled  at  their  work 
location  due  to  their  large  numbers. 


Pension  Benefits 


Fiscal  Year  1994-1995 

Several  tables  follow  which  show  the  distribution  of  benefits  by  retirement  type  (service, 
ordinary  disability,  industrial  disability  and  vesting),  and  type  of  recipient  (member, 
beneficiary.) 


Number  of  New  Retirees 


GROUP 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

Miscellaneous 

292 

82 

n/a 

61 

435 

Fire 

35 

1 

5 

0 

41 

Police 

51 

7 

8 

0 

66 

TOTAL 

378 

90 

13 

61 

542 

The  total  number  of  new  retirees  in  fiscal  year  1994-95  was  542,  approximately  63  %  higher  than 
in  1993-94  (333).  Out  of  the  total  number  of  new  retirees  in  1994-95,  70%  were  service 
retirees. 

Miscellaneous  new  retirees  accounted  for  approximately  80%  of  the  total  number  of  new  retirees 
in  1994-95.  In  fiscal  year  1993-94  miscellaneous  new  retirees  were  78%  of  the  total  number 
of  new  retirees  in  that  year. 

Police  and  Fire  new  retirees  were  12%  and  8%,  respectively,  of  the  total  number  of  new  retirees 
in  1994-95.  In  1993-94,  Fire  and  Police  new  retirees  were  each  11%  of  total  number  of  new 
retirees. 
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Service  Credit  at  Retirement 


Miscellaneous 


YEARS  OF 
SERVICE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

14 

•  1 

0 

15 

6-10 

28 

13 

10 

51 

11-15 

46 

47 

21 

114 

16-20 

51 

19 

24 

94 

21-25 

69 

2 

5 

76 

26-30 

53 

0 

1 

54 

31-35 

22 

0 

0 

22 

36-40 

5 

0 

0 

5 

Over  40 

4 

0 

0 

4 

TOTAL 

292 

82 

€1 

435 

PERCENT 

67.1 

18.9 

14.0 

100.0 

Approximately  80%  of  the  total  miscellaneous  retirees  (435)  was  credited  with  less  than  twenty- 
six  (26)  years  of  service.  The  average  number  of  years  of  service  credited  to  miscellaneous 
retirees  who  retired  in  1994-95  was  seventeen  (17)  years.  Approximately  33%  (143)  of  the  total 
miscellaneous  retirees  retired  for  vesting  and  ordinary  disability  in  1994-95  compared  to  41% 
of  the  miscellaneous  retirees  who  retired  for  vesting  and  ordinary  disability  in  1993-94  (261). 
(Vesting  retirement  requires  a  minimum  of  5  years  of  service,  and  ordinary  disability  requires 
a  minimum  of  10  years). 

Miscellaneous  retirees  who  retired  for  service  were  credited  with  an  average  of  20  years  of 
service  while  those  who  retired  for  ordinary  disability  were  credited  with  an  average  of  16  years. 
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Service  Credit  at  Retirement 


Police  and  Fire 


NO*  OF 
YEARS 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

0 

1 

1 

0 

2 

6-10 

0 

1 

2 

0 

3 

11-15 

0 

2 

3 

0 

5 

16-20 

0 

0 

0 

0 

0 

21-25 

9 

4 

5 

0 

18 

26-30 

66 

0 

2 

0 

68 

31-35 

9 

0 

1 

0 

10 

36-40 

0 

0 

0 

0 

0 

Over  40 

1 

0 

0 

0 

1 

TOTAL 

85 

8 

14 

0 

107 

Percent 

79.4 

7.5 

13.1 

0 

100.0 

The  average  number  of  years  of  service  credited  to  Police  and  Fire  retirees  in  fiscal  year  1994- 
95  and  1993-94  was  approximately  26  years. 

Approximately  32%  of  the  total  Police  and  Fire  retirees  were  credited  with  less  than  26  years; 
68%  were  credited  with  more  than  25  years. 

Police  and  Fire  retirees  who  retired  for  service  were  credited  with  an  average  of  28  years  of 
service  in  1994-95  while  those  who  retired  for  vesting,  ordinary  disability  and  industrial 
disability  were  credited  with  an  average  of  16  years. 
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Age  At  Retirement 


Miscellaneous  Employees 


AGE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

28 

37 

51 

116 

26.7 

55-60 

77 

16 

10 

103 

23.7 

61-65 

122 

15 

0 

137 

31.5 

Over  65 

65 

14 

0 

79 

18.1 

Total 

292 

82 

61 

435 

100.0 

Police  and  Fire 


AGE 

SERVICE 

VESTING 

INWSTRIAE 
DISABBUTV 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

45 

6 

11 

0 

62 

57.9 

55-60 

35 

2 

2 

0 

39 

36.4 

61-65 

4 

0 

1 

0 

5 

4.8 

Over  65 

1 

0 

0 

0 

1 

0.9 

TOTAL 

$5 

$ 

14 

0 

107 

100.0 

The  average  age  of  miscellaneous  retirees  who  retired  in  1994-95  was  59  years;  for  safety 
retirees  the  average  age  was  55  years. 

Miscellaneous  retirees  who  retired  for  service  were  62  years  old  on  the  average;  safety  retirees 
who  retired  for  service  were  56  years  old  on  the  average. 
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Total  Retirement  Allowances 


Retired  Members  and  Survivors  (Three  year  comparison) 


CATEGORY 

SERVICE 

DISABILITY* 

DEATH 

INLINE 

OF  DUTY 

TOTAL 

As  of  6/30/95 

Miscellaneous 

11,094 

1,586 

N/A 

12,680 

Fire 

766 

779 

58 

1,603 

Police 

973 

783 

66 

1,822 

TOTAL 

12,833 

3,148 

124 

16,105 

As  of  6/30/94 

Miscellaneous 

11,038 

1,557 

N/A 

12,595 

Fire 

746 

781 

61 

1,588 

Police 

931 

777 

67 

1,775 

TOTAL 

12,715 

3,115 

128 

15,958 

As  of  6/30/93 

Miscellaneous 

11,229 

1,564 

N/A 

12,793 

Fire 

756 

782 

61 

1,599 

Police 

910 

788 

69 

1,767 

TOTAL 

12,895 

3,134 

130 

16,159 

*Includes  Ordinary  (Miscellaneous,  Fire,  and  Police)  and  Industrial  (Fire  and  Police) 
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Monthly  Retirement  Benefits  Paid 


Three  year  Comparison: 


SERVICE 

DISABILITY 

DEATH  IN 

LINE  OF 

DUTY 

TOTAL 

As  of  6/30/95 

Miscellaneous 

$12,998,677 

$1,386,807 

N/A 

$14,385,484 

Fire 

1,992,035 

2,065,794 

120,790 

4,178,619 

Police 

2,595,945 

1,670,405 

136,034 

4,402,384 

TOTAL 

$17,586,657 

$5,123,006 

$256,824 

$22,966,487 

As  of  6/30/94 

Miscellaneous 

$129 

$1,286,575 

$0 

$13,939,548 

Fire 

1,879,119 

1,952,619 

116,691 

3,948,429 

Police 

2,369,722 

1,595,804 

132,300 

4,097,826 

TOTAL 

$16,901,814 

$4,834,998 

$248,991 

$21,985,803 

As  of  6/30/93 

Miscellaneous 

$12,208,258 

$1,215,381 

N/A 

$13,423,639 

Fire 

1,844,229 

1,852,830 

112,359 

3,809,418 

Police 

2,226,912 

1,552,390 

132,339 

3,911,641 

TOTAL 

$16,279,399 

$4,620,601 

$244,698 

$21,144,698 

Approximately  63%  ($14,385,484)  of  the  total  monthly  retirement  benefits  paid  as  of  June  30, 
1995  ($22,966,487)  was  paid  to  miscellaneous  retirees  and  continuants. 

Monthly  retirement  benefits  paid  to  service  retirees  ($17,586,657)  represented  approximately 
77%  of  the  total  monthly  benefits.  Disability  benefits  were  approximately  22%  of  all  monthly 
retirement  benefits  as  of  June  30,  1995. 
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Death  &  Benefits  Paid 
Three  Year  Comparison: 


1994-1995 

1993-1994 

1992-1993 

NUMBER  OF  DEATHS 

Active  Members 

72 

82 

94 

Retired  Members 

632 

554 

488 

Continuants 
TOTAL 

200 
904 

203 
839 

163 
745 

TYPE  OF  BENEFIT 

Due  to  Active  Member  Deaths 

Refund  of  Contributions 

108 

82 

94 

6  Months  Earnable  Salary 

109 

73 

87 

SUBTOTAL 

217 

155 

181 

Due  to  Retired  Member  Deaths 

Continuation 

225 

226 

260 

Option  1  (Refund  of  Member 
Accumulated  Contributions) 

98 
594 

124 

77 

$100/ Year  for  Each  Year  of 
Service  (Maximum  $3,000) 

590 

536 

SUBTOTAL 

917 

940 

873 

TOTAL 

1134 

1,095 

1,054 

Industrial  Death  Allowances* 

2 

0 

0 

The  number  of  deaths  in  1994-95  increased  by  approximately  8%  over  fiscal  year  1993-94.  The 
increase  was  due  to  the  increase  in  the  deaths  of  retired  members  and  continuants,  approximately 
10%  over  fiscal  year  1993-94. 

There  was  a  40%  increase  in  the  number  of  benefits  paid  due  to  the  death  of  active  members, 
from  155  in  1993-94  to  217  in  1994-95. 

The  number  of  payments  processed  due  to  the  deaths  of  active  and  retired  members  were  1,134 
in  1994-95,  approximately  3.5%  higher  than  in  1993-94. 

*Number  of  allowances  paid  to  eligible  dependents  of  Police  Officers  and  Firefighters  who  die  as  a  result  of  injury  or 
illness  incurred  in  the  performance  of  duty. 
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Withdrawal  of  Contributions 
Three  Year  Comparison: 


NUMBER 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

AMOUNT 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

As  of  6/30/95 

Miscellaneous 

448 

$4,840,289 

Fire 

3 

65,554 

Police 

9 

310,208 

Adjustments 

44 

29,222 

Non-Member 

13 

12,753 

TOTAL 

517 

13.6 

$5,258,026 

56.0 

As  of  6/30/94 

Miscellaneous 

390 

$3,148,488.09 

Fire 
Police 

0 

0.00 

11 

195,082.68 

Adjustment 

51 

22,700.43 

Non-Member 

3 

2,351.86 

TOTAL 

.    ..  . 

455 

<22«0> 

$3,368,623 

8.0 

As  of  6/30/93 

Miscellaneous 

472* 

2,821,712 

Fire 

1 

45,563 

Police 

3 

152,629 

Adjustment 

108 

89,634 

Non-Member 

0 

TOTAL 

584 

<35.0> 

$3,109,538 

<15.0> 

The  number  of  refunds  processed  in  fiscal  year  1994-95  was  approximately  13.6%  and  69% 
higher  than  the  number  of  refunds  in  fiscal  year  1993-94  and  1992-93  respectively. 


*Includes  31  Fire  recruits  and  38  Police  recruits 
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Fiscal  Division 


The  Fiscal  Division  is  responsible  for  providing  financial  information  to  management  for  its 
planning,  control,  and  decision  making  functions.  The  financial  reporting  includes  the 
preparation  of  the  Retirement  System's  financial  position  and  operating  results  in  accordance 
with  generally  accepted  accounting  principles  applicable  to  a  public  employee  retirement  system 
(PERS).   The  financial  statements  and  required  supplemental  information  include: 


1.  Statement  of  Net  Assets  Available  for  Pension  Benefits 

2.  Statement  of  Changes  in  Net  Assets  Available  for  Pension  Benefits 

3.  Actuarial  Report  and  Historical  Information 

4.  Disclosures  as  required  by  Governmental  Accounting  Standards  Board  (GASB) 


The  Accounting  and  financial  reporting  are  divided  into  several  major  activities  which  include: 

1.  Investments  accounting 

2.  Accounting  for  Member  and  Employer  Contributions 

3.  Benefits  payment  accounting 

4.  Workers'  compensation  accounting  (through  12/31/94) 

5.  Accounting  for  employees'  deferred  compensation 

6.  Systems  and  database  maintenance 

7.  Budgeting  and  appropriation  control 

8.  General  ledger  and  reports 


In  addition,  the  Fiscal  Division  provides  statistical  and  financial  data  used  for  actuarial 
projections,  the  calculation  of  appropriate  city  contributions  and  cash  flow  projections  to  ensure 
adequate  funding  of  retirement  benefits  payment. 

The  accompanying  audited  statements  of  net  assets  available  for  pension  benefits  as  of  June  30, 
1995,  and  1994  and  the  related  statements  of  changes  in  net  assets  available  for  pension  benefits 
are  presented  to  provide  information  on  the  financial  status  of  the  pension  trust  fund. 
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Pension  Fund 
Cash  Flow  Analysis 

1993-1994 


INCOME 

City  and  County  Contributions 

$  99,632,214 

Employee  Contributions 

60,528,729 

Interest  Earned 

244,480,204 

Dividends  Earned 

48,117,647 

Real  Estate  Income 

29,525,131 

Net  Amortization  of  Bonds 

8,117,800 

Miscellaneous  Income 

415,618 

Alternative  Investment  Income 

14,525,943 

Subtotal 

$  505,343,285 

DOMESTIC      INVESTMENTS 

Gain  (Loss)  on  Sale  of  Short-Term  Securities 

- 

Gain  (Loss)  on  Sale  of  Stocks 

$  99,532,508 

Gain  (Loss)  on  Sale  of  Government  Bonds 

15,261,368 

Gain  (Loss)  on  Sale  of  Corporate  Bonds 

(19,218,489) 

Gain  (Loss)  on  Sale  of  Real  Estate 

47,907 

Gain  (Loss)  on  Sale  of  Notes 

20,663 

Gain  (Loss)  on  Sale  Venture  Capital 

(1,022,913) 

Subtotal 

$  94,621,044 

INTERNATIONAL      INVESTMENTS 

Gain  (Loss)  on  Sale  of  Stocks 

$  31,866,799 

Gain  (Loss)  on  Sale  of  Bonds 

8,969,093 

Gain  (Loss)  on  Sale  of  Currency  Conversion 

(10,012,253) 

Gain  (Loss)  on  Sale  of  Futures  Contracts 

3,367,788 

Subtotal 

34,191,427 

T    OTA    L       INCOME 

$634,155,756 

Decrease    From    Fiscal     Year     1993-1994 

$  9,837,233 
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Pension  Fund 
Cash  Flow  Analysis   (Cont'd) 

1994-1995 


PAYMENTS 

Service  Retirement  Payments 

$208,739,094 

Withdrawals 

5,221,387 

Disability  Retirement  Payments 

60,921,731 

Death  Allowance  Payments 

3,102,166 

Death  Benefits  Paid  by  City  and  County 

2,589,159 

Normal  Contributions  Paid  as  Death  Benefit 

1,611,809 

Retired  Annuitant  Rolls  (Options  1  Death  Benefit) 

1,611,685 

TOTAL      PAYMENTS 

$233,797,031 

Increase     Over    Fiscal     Year     1993-1994 

$11,505,453 
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City  and  County  Contributions 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1994-95 

1993-1994 

1992-1993 

Miscellaneous 

$  49,023,598 

$57,715,171 

$98,124,684 

Fire 

15,564,875 

22,262,472 

34,340,728 

Police 

19,225,712 

21,310,954 

23,979,212 

TOTAL 

$  83,814,185 

$101,288,597 

$156,444,624 

Employee  Contributions 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1994-95 

1993-1994 

1992-1993 

Miscellaneous 

$63,118,635 

$  60,264,562 

$  57,565,770 

Fire 

5,857,934 

5,440,193 

5,074,383 

Police 

7,191,308 

6,706,516 

6,443,866 

Additional 

- 

- 

735 

Redeposit 

178,881 

114,411 

281,806 

TOTAL 

$  76,346,758 

$  72,525,682 

$  69,366,560 
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iPeat  Marwicki_[_p 


Three  Embarcadero  Center 
San  Francisco,  CA  94111 


Independent  Auditors'  Report 


Honorable  Mayor  and  Board  of  Supervisors 
City  and  County  of  San  Francisco: 

We  have  audited  the  accompanying  statements  of  net  assets  available  for  pension  benefits  of  the  San 
Francisco  City  and  County  Employees'  Retirement  System  (the  Retirement  System)  as  of  June  30, 
1995  and  1994,  and  the  related  statements  of  changes  in  net  assets  available  for  pension  benefits  for 
the  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Retirement  System's 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing 
the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for 
our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
information  regarding  the  Retirement  System's  net  assets  available  for  pension  benefits  as  of  June  30, 
1995  and  1994,  and  the  changes  in  net  assets  available  for  pension  benefits  for  the  years  then  ended, 
in  conformity  with  generally  accepted  accounting  principles. 

The  supplementary  information  on  Schedule  1  is  not  a  required  part  of  the  basic  financial  statements 
but  is  supplementary  information  required  by  the  Governmental  Accounting  Standards  Board.  We 
have  applied  certain  limited  procedures,  which  consisted  principally  of  inquiries  of  management 
regarding  the  methods  of  measurement  and  presentation  of  the  supplementary  information.  However, 
we  did  not  audit  the  information  and  express  no  opinion  on  it. 

September  29,  1995 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Net  Assets  Available  for  Pension  Benefits 

June  30, 1995  and  1994 


Assets 

Cash  (note  7) 

Contributions  receivable: 
Members 
City  and  County  of  San  Francisco 

Investment  income  receivable: 
Interest 
Dividends 

Receivable  from  brokers 

Interfund  receivable 

Other  accounts  receivable 

Investments  (note  7): 

Deposits  in  money  market  funds 

Commercial  paper 

Debt  securities,  at  amortized  cost  (note  8) 

Equity  securities,  at  cost  (note  9) 

Real  estate  holdings,  at  equity  (note  10) 

Venture  capital,  at  equity 

Total  investments 

Total  assets 


1995  1994 

(In  thousands) 


3,984 


5,964,160 


6,074,372 


7,114 


2,731 
3,131 

2,342 
2,738 

49,349 
4,586 

57,532 
5,183 

46,431 

48,103 

— 

360 

— 

1,424 

501,641 

35,440 

2,828,511 

1,921,062 

487,806 

189,700 

326,281 

40,547 

3,018,408 

1,789,800 

324,719 

137,790 

5,637,545 


5,762,341 


Liabilities 
Payable  to  brokers 
Other  liabilities 

Total  liabilities 
Commitments  and  contingencies  (note  13) 
Net  assets  available  for  pension  benefits  (notes  4  and  1 1 ) 


52,275 

69,548 

4,262 

3,664 

56,537 

73,212 

$   6,017,835 

5,689,129 

See  accompanying  notes  to  financial  statements. 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Changes  in  Net  Assets  Available  for  Pension  Benefits 

Years  ended  June  30,  1995  and  1994 


1995 

1994 

(In  i 

thousands) 

Members'  contributions  (notes  3  and  5): 

Miscellaneous 

$        63,246 

60,379 

Police 

7,219 

6,706 

Fire 

5,881 

5,441 

76,346 

72,526 

City  and  County  of  San  Francisco  contributions  (notes  3  and  5): 

Miscellaneous 

49,023 

57,715 

Police 

19,226 

21,311 

Fire 

15,565 

22,263 

83,814 

101,289 

Investment  income: 

Interest 

253,014 

262,092 

Dividends 

48,118 

45,159 

Gain  on  disposition  of  investments: 

Equity  securities 

131,399 

161,183 

Debt  securities 

5,033 

10,792 

Loss  on  currency  conversion 

(10,012) 

(8,999) 

Equity  in  the  earnings  of  venture  capital  investments 

16,918 

8,613 

Equity  in  the  earnings  of  real  estate  holdings  (note  10) 

29,525 

12,362 

Provision  for  estimated  impairment  in  value  on  real  estate 

holdings  (note  10) 

— 

(21,024) 

Investment  expenses 

(16,551) 

(14,543) 

457,444 

455,635 

Total  additions 

617,604 

629,450 

Allowances  and  benefits  paid  from  accumulated  contributions  of 
(note  12): 
Members 
City  and  County  of  San  Francisco 


Accumulated  contributions  withdrawn 
Administrative  expenses 

Total  deductions 

Net  increase 

Net  assets  available  for  pension  benefits: 
Beginning  of  year 


End  of  year 


44,351 

234.225 

42,490 
226,383 

278,576 

268,873 

5,221 
5,101 

3,419 

4,678 

288,898 

276,970 

328,706 

352,480 

5,689,129 

5,336.649 

6,017,835 

5,689,129 

See  accompanying  notes  to  financial  statements. 
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Actuarial  Summary 


General  Information 


The  Retirement  System  pays  retirement  benefits,  disability  and  death  benefits,  and  pension 
continuations  to  qualified  spouses,  children  and  domestic  partners  of  deceased  members.  It  also 
refunds  contributions  plus  interest  to  members  who  withdraw  from  the  System.  Benefits  are 
funded  through  a  combination  of  employee  contributions,  City  contributions  and  returns  earned 
on  those  contributions. 

Each  year,  the  Retirement  System  conducts  an  actuarial  valuation  of  its  assets  and  liabilities  in 
order  to  assess  the  funded  status  of  the  System  and  to  determine  appropriate  levels  of  City 
contributions  to  the  Fund  for  the  next  fiscal  year.  The  latest  valuation,  based  on  6/30/94  data, 
was  carried  out  by  the  actuarial  consulting  firm  of  Towers  Perrin.  The  results  were  first 
published  in  December,  1994  and  amended  (based  on  a  reduced  wage  increase  assumption)  in 
May,  1995. 


Assumptions  and  Method 

The  main  assumptions  used  to  measure  the  System's  liabilities  for  future  benefits  payments  were: 

Return  on  assets  8%  per  year,  compounded  annually 

Base  wage  increases  5.0%  per  year 

Merit  and  promotion  1.3%,  approximately  (varies  by 

wage  increases  group  and  years  of  service) 

Retiree  mortality  1983  Group  Annuity  Mortality  Table 

The  actuarial  funding  method  used  was  as  follows: 

o        entry  age  normal  cost  method 

o  unfunded  liability  (including  negative  unfunded  liability)  due  to  net  actuarial  gains  and 
losses,  assumption  changes  and  purchasable  service  was  funded  as  a  level  percentage  of 
payroll  over  the  15 -year  period  beginning  with  the  valuation  date 

o  unfunded  liability  created  by  Charter  Amendment  was  amortized  as  a  level  percentage  of 
payroll  over  the  20-year  period  beginning  with  the  year  of  the  Amendment. 

o  assets  were  valued  using  a  5-year  phase-in  of  realized  and  unrealized  capital  gains  and 
losses. 
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Key  Results 

Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 


Actuarial  Liability 
Actuarial  Value  of  Assets 
Unfunded  Liability 


I  5,688,026,000 

5.725.937.000 

(37,911,000) 


Funded  Status 
(assets  -r  liabilities) 


100.67% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in 
FY  95-96  were  derived  as  follows: 


POLICE 

FERE 

MISCELLA- 
NEOUS 

Normal  Cost 

26.65% 

26.34% 

11.53% 

Unfunded  Liability  &  Other  Costs 

(4.52) 

(6.63) 

1.05 

Employee  Contributions 

7.34 

7.27 

7.60 

City  Contribution  Rate 

14.79 

12.44 

4.98 

San  Francisco  Retirement  System 
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Additional  Details 

Based  on  the  method  and  assumptions  stated  on  the  previous  pages,  the  basic  findings  of  the 
latest  valuation  were: 


Actuarial  Valuation  Results 
As  of  June  30,  1995 


POLICE 

FIRE 

MISC. 

TOTAL 

#Actives 

1,833 

1,465 

20,573 

23,871 

Annual  Salary  (Mill.) 

$   100.1 

$    81.0 

$1,008.3 

$1,189.3 

Average  Salary 

$  54,606 

$  55,265 

$  49,010 

$  49,824 

#Retirees 

1,754 

1,602 

12,491 

15,847 

Annual  Benefit  (Mill.) 

$    48.6 

$    47.3 

$    176.4 

$   272.2 

Average  Benefit 

$  27,695 

$  29,498 

$  14,120 

$  17,177 

Actuarial  Liability  (Mill.) 

$   1,192 

$   1,026 

$   3,470 

$   5,688 

Actuarial  Value  of  Assets  (Mill.) 

$   1,251 

$   1,093 

$   3,382 

$   5,726 

Unfunded  Liability  (Mill.) 

$(59) 

$(67) 

$88 

$(38) 

Funded  Status 

104.95% 

106.55% 

97.46% 

100.67% 

Contributions  Rates: 

Normal  Cost 

26.55% 

26.34% 

11.53% 

13.81% 

+ Unfunded  Liability 

-4.87% 

-7.08% 

0.60% 

-0.42% 

Total 

21.68% 

19.26% 

12.13% 

13.39% 

-Employee  Contribution 

7.34% 

7.27% 

7.60% 

7.56% 

+ Expenses 

0.45% 

0.45% 

0.45% 

0.45% 

City  and  County  Rate 

14.79% 

12.44% 

4.98% 

6.28% 
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333  Bush  Street.  Suite  1600 
San  Francisco,  CA  94104-2836 
415  773-3000 
Fax:  415  773-3071 


Towers  Perrin 


December  8,  1994 

Retirement  Board  of  the  San  Francisco 
City  and  County  Employees' 
Retirement  System 
1155  Market  Street,  Second  Floor 
San  Francisco,  California   94103 


Honorable  Members: 

Enclosed  is  the  actuarial  valuation  of  the  Retirement  System  as  of  July  1,  1994.  The 
report  contains  recommended  City  contribution  rates  for  the  fiscal  year  commencing 
July  1,  1995. 

This  report  is  based  on  information  provided  to  us  by  the  System's  staff  and  on 
audited  financial  statements  of  the  System. 

This  valuation  has  been  conducted  in  accordance  with  generally  accepted  actuarial 
principles  and  practices.  The  actuarial  assumptions  used  in  the  development  of  the 
recommended  contribution  level  have  been  selected  by  the  Retirement  Board,  with 
the  concurrence  of  Towers  Perrin,  to  be  individually  reasonable  (taking  into  account 
the  experience  of  the  plan  and  reasonable  expectations)  and  which,  in  combination, 
offer  the  actuary's  best  estimate  of  anticipated  experience  under  the  plan. 

We  look  forward  to  discussing  the  valuation  results  with  the  Board  on  December  13, 
1994. 

Sincerely, 


Catherine  I.  Cole,  A.S.A.,  E.A. 
Principal 


Enclosures 
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MISSION  STA  TEMENT 

San  Francisco  City  and  County  Employees'  Retirement  System  is 

dedicated  to  securing,  protecting  and  prudently  investing  the  pension  trust 

assets,  administering  mandated  benefit  programs,  and  providing  promised  benefits. 


For  the  Year  Ended 
June  30, 1996 


VISION  STA  TEMENT 


Within  five  years  (2001),  the  San  Francisco  Employees  Retirement  System  will: 


4  ensure  that  all  beneficiaries  understand  their  benefits  and  have  available 
online  access  to  benefit  information 

4  continue  to  be  creative,  disciplined,  focused,  responsive  and  successful 

4  continue  to  be  a  reliable,  innovative  resource  to  the  City,  the  employees  and 
retirees  on  benefit  issues 

4  continue  to  be  well-funded  through  effective  and  prudent  investment  of 
contributions  and  plan  assets 

4  provide  a  work  environment  where  the  employees  individually  and  as  a  team 
are  productive  and  appreciated 
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President's  Message 

MISSION  STATEMENT 

San  Francisco  City  and  County  Employees'  Retirement  System 

is  dedicated  to  securing,  protecting  and  prudently  investing 

the  pension  trust  assets,  administering  mandated  benefit 

programs,  and  providing  promised  benefits. 


On  behalf  of  the  Retirement  Board  and  Retirement  System  staff,  I  am  pleased  to  present  the 
System's  Annual  Report  for  fiscal  year  1995-96.  The  report  contains  details  on  the  members  and 
beneficiaries  of  the  Retirement  System,  the  retirement  services  provided  and  the  investment  of  the 
Trust  Fund's  assets. 

Fiscal  year  1995-96  was  notable  for  two  reasons: 

♦  Due  to  a  bargained  change  in  benefits,  over  2,000  City  "temporary"  employees  became 
members  of  the  System.  This  change  corrected  a  long-term  inequity  for  those  employees  and 
brought  our  eligibility  rules  more  in  line  with  those  in  other  California  public  pension  plans. 

♦  Investment  returns  on  the  Trust  Fund's  assets  amounted  to  16.56+%*  overall  -  well  above  the 
assumed  rate  of  return  of  8.25%  which  is  used  to  project  the  System's  long-term  funding 
needs.  This  investment  return  will  further  strengthen  our  funded  position  in  the  years  ahead. 

On  behalf  of  our  Board  and  staff,  I  assure  you  that  we  will  continue  to  make  every  effort  to 
administer  retirement  benefits  effectively  and  efficiently  and  to  invest  the  Trust  Fund  assets  for 
maximum  return  consistent  with  safety  and  prudence. 

If  you  would  like  more  information  on  the  Retirement  System  or  would  like  to  provide  input  on 
any  part  of  our  operation,  please  feel  free  to  contact  me  or  a  member  of  our  staff 

With  best  wishes, 


Al  Casciato 
Retirement  Board  President 
November  1996 


"Measured  on  a  dollar  weighted  rate  of  return  basis  utilizing  KPMG  audited  totals 
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The  Retirement  Board 


ftie  Retirement  Board  is  responsible  for  the  administration,  management,  operation  and  policies 
of  the  Retirement  System.  The  Board  usually  meets  twice  each  month  and  reviews  important 
elements  of  Retirement  System  business,  including: 


Pension  Fund  Investment  Issues 

The  Board  monitors  investment  performance,  establishes  investment  strategy,  selects  and 
monitors  outside  investment  managers,  monitors  investment  alternatives,  establishes  and 
reviews  the  System's  social  investment  policies. 


Actuarial  Issues 

The  Board  reviews  plan  funding  annually  and  sets  actuarial  and  economic  assumptions  in  order 
to  establish  City  and  County  rates  of  contribution  to  the  Plan. 


Member  Issues 

The  Board  reviews  and  approves  member  retirement  benefits,  including  service  and  disability 
retirements,  worker  compensation  cases,  and  claims  involving  special  circumstances  or 
litigation.  Annually,  the  Board  approves  cost  of  living  increases  for  retired  members  as 
determined  by  the  City  Charter. 


Administrative  Issues 

The  Board  establishes  the  Retirement  System's  administrative  budget  and  Investment  Division 
budget  as  authorized  by  the  City  Charter  and  the  California  Constitution  The  Board,  through 
the  staff,  is  responsible  for  providing  services  to  members  in  a  cost-effective  manner 
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Members  of  the  Board 

(1995  -  1996) 


The  Retirement  Board  consists  of  seven  members,  three  elected  by  the  active  and  retired  membership 
of  the  plan,  three  appointed  by  the  Mayor  in  accordance  with  the  provisions  of  Charter  Section  12.100, 
and  the  President  of  the  Board  of  Supervisors  or  his  or  her  designee  from  among  the  members  of  the 
Board  of  Supervisors.  Following  is  a  table  showing  those  individuals  who  served  as  members  of  the 
Retirement  Board  during  the  fiscal  year. 


/NAME 

PROFESSION/DEPARTMENT 

TERM 
EXPIRATION 

Elected  by  Members: 

Al  Casciato 

Police  Department 

February,  2000 

Joseph  D.  Driscoll,  C.F.A. 

Fire  Department 

February,  2001 

Herb  Meiberger,  C.F.A. 

Retirement  System 

February,  1997 

Appointed  by  Mayor: 

William  Breall,  M.D. 

Cardiologist 

February,  1999 

Leopold  Korins 

Investment  Executive 

February,  1998 

Patricia  E.  Martel 

Public  Administrator 

February,  1999 

Ex  Officio: 

Michael  J.  Yaki 

Board  of  Supervisors 

February,  1997 

Highlights  of  Board  Activities 
for  the  1995-1996  Fiscal  Year 


The  Retirement  Board  addressed  several  significant  issues  during  the  1995-1996  Fiscal  Year. 
General  Administrative  Highlights 

The  Retirement  Board  met  with  the  senior  staff  in  a  strategic  planning  session  in  March 
establishing  a  vision  statement,  goals,  and  one-year  objectives  for  the  System. 


San  Francisco  Retirement  System 
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In  October  1995,  the  Board  established  a  standing  Finance  Committee  which  meets  quarterly  to 
review  budget  and  fiscal  issues. 

In  March  1996,  after  an  extensive  request  for  proposal  process,  the  Board  adopted  a  list  of 
qualified  firms  to  be  utilized  as  outside  legal  counsel. 

On  April  9,  1996,  the  Board  elected  Captain  Al  Casciato  President  and  Patricia  Martel  as  Vice- 
President. 

On  May  3,  1996,  the  Board  welcomed  Leopold  Korins  as  a  new  Mayor's  appointee  and  thanked 
Constance  Hiatt  for  her  three  years  of  service  on  the  Board. 

Investments 

The  Board  spent  significant  time  and  effort  in  due  diligence  and  decision-making  related 
to  the  $7.5  billion  trust  fund. 

In  September  1995,  the  Board  adopted  the  Investment  Policy  Statement  including  policies, 
procedures,  individual  manager  guidelines,  investment  management  policy  and  listing  of  duties  of 
responsible  parties.  Implementation  of  the  strategic  asset  allocation  plan  began  in  November 
1995  and  continued  beyond  1996  fiscal  year  end.  The  Plan  increased  weightings  in  international 
equities,  private  equity  and  domestic  equity-value. 

On  April  30,  1996,  the  Board  voted  to  restructure  the  domestic  global  fixed  income  portfolios  to 
include  corporate  bonds  and  new  allocation  to  emerging  markets  debt  instruments  The  strategic 
asset  allocation  plan  was  revised  to  include  these  new  components. 

In  January  1996,  the  Board  received  a  report  on  the  1995  proxy  votes  taken  in  accordance  with 
the  Board's  proxy  voting  guidelines.  Also  the  Board  adopted  guidelines  on  proxy  voting 
for  corporate  governance  and  social  policy  issues  for  the  1996  proxy  season 

During  the  fiscal  year  the  Board  conducted  searches  utilizing  request  for  proposal  processes  for 
several  financial  services.  Following  are  the  categories  and  the  parties  selected. 

Searches  Firms  Selected 

Global  Custody  Bank  The  Northern  Trust  Company 

Domestic  Small  Cap  Equities  Manager  Dimensional  Fund  Advisors  Inc. 

Dreyfus  Trust  Co. 
International  Small  Cap  Equities  Manager  Capital  Guardian  Trust  Co. 

Emerging  Market  Debt  Manager  Selection  in  1996-1997 

Domestic  Large  Cap  Value  Equities  Manager  Selection  in  1996-1997 
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In  the  real  estate  sector,  the  Board  continued  to  fund  acquisitions  by  AMB  Institutional  Realty 
and  RREEF  with  $30  million  commitments  each.  In  addition  the  Board  committed  $20  million 
each  to  OCM  Real  Estate  Opportunities  Fund  A  and  DLJ  Real  Estate  Capital  Partners,  funds 
utilizing  an  opportunistic  strategy. 

The  Board  continued  its  commitment  of  assets  to  the  Alternative  Investment  area. 
Following  is  a  listing  of  the  partnerships  that  were  entered  into  in  the  fiscal  year: 

Partnership  Type 

Summit  Ventures  IV,  L.P.  Venture  Capital 

Foothill  Partners  III  Venture  Capital 

OCM  Opportunities  Opportunity  Fund,  L.P.  Distressed  Securities 

Thomas  H.  Lee  Equity  Fund  III,  L.P.  Asset  Based  Special  Situations 

Polaris  Venture  Partners,  L.P.  Venture  Capital 
Hancock  International  Private  Equity 

Partnership  II,  L.P.  Venture  Capital 

Madison  Dearborn  Partners  II,  L.P.  Asset  Based  Special  Situations 

Finally  the  Board  selected  and  funded  Warburg  Pincus  Counselors  for  the  assignment  as  post 
venture  manager,  committing  $10  million  and  responsibility  for  future  in-kind  distributions. 


Actuarial  Highlights 

The  funded  status  of  the  Retirement  System  continued  to  improve.  As  of  6/30/96: 

♦  the  funded  status  was  over  1 10% 

♦  the  market  value  of  assets  was  approximately  $7.5  billion  compared  to  liabilities  of 
approximately  $6.0  billion. 

The  improvement  during  FY  95-96  was  largely  due  to  investment  returns  well  above  the  actuarial 
assumption  of  8.25%  and  employee  wage  increases  below  the  projected  level  of  4.5%. 

The  Retirement  Board  approved  new  City  contribution  rates  based  on  the  6/30/95  actuarial 
valuation.  Those  rates  were  put  into  effect  in  January,  1996.  In  May,  1996,  City  contribution 
rates  -  based  on  new  investment  return  and  wage  increase  assumptions  -  were  calculated  and  put 
into  effect  for  FY  96-97.  Those  contribution  rates  are: 


Police 

0% 

Fire 

0% 

Miscellaneous 

1.83% 
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The  Board  approved  a  2%  cost  of  living  adjustment  for  most  retirees  and  beneficiaries,  effective 
July  1,  1996.  Other  retirees  and  beneficiaries  received  a  cost  of  living  adjustment,  also  effective 
July  1,  1996,  based  on  changes  in  salaries  of  the  active  workforce. 

The  Retirement  Board  considered  bids  from  eight  actuarial  firms  for  the  position  of  Consulting 
Actuary;  the  Board  decided  to  continue  with  Towers  Perrin  as  Consulting  Actuary  for  fiscal  year 
1996-97. 


Deferred  Compensation 


The  Retirement  Board  agreed  to  accept  contributions  from  ITT  Hartford  to  address  the  cost  of 
administration  of  the  program.  The  Board  conducted  an  internal  controls  audit  and  a  review  of 
the  investment  performance  of  the  deferred  compensation  investment  options. 
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Employees '  Retirement  System 


Tr/he   Employees'   Retirement   System   was   created   under  the   direction   of  the   Board   of 
Administration  in  1922.  The  current  Retirement  System  structure  was  established  in  the  1932 
Charter.   The  Retirement  System  and  its  staff  are  responsible  for  administering  two  employee 
benefit  programs  for  the  City  and  County  of  San  Francisco.  These  programs  include: 


c£= 


Retirement  System  Pension  Plan 


^^       Deferred  Compensation  Plan 


Each  of  these  programs  is  mandated  by  specific  Charter  sections,  or  Administrative  Code  provisions. 


The  following  pages  outline  the  organizational  structure  of  the  Retirement  System  and  show  the  major 
functional  responsibilities  of  each  division  while  describing  key  events  and  statistics  for  the  completed 
fiscal  year. 
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San  Francisco  Retirement  System  Senior  Staff 
1995-1996 

Administrative  Division: 

Clare  M.  Murphy 
Executive  Director 

Kay  Gulbengay 
Executive  Assistant 


Investment  Division 


Retirement  Services  Division 


Carolyn  Hamilton 
Chief  Investment  Officer 


Maria  Newport 
Administrator  Retirement  Services 


Gary  Hiatt 

Portfolio  Manager 
Alternative  Investment/Real  Estate 


Richard  Piket 
Portfolio  Manager  -  Fixed  Income 


Carl  Wilberg 
Portfolio  Manager  -  Equities 


Actuarial  Division: 

Kieran  Murphy 
Actuary 

Fiscal  Division: 

Les  Win 

Chief  Accountant 

Legal  Counsel: 

Dan  Maguire 
Deputy  City  Attorney 
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Administrative  Division 


r/he  Retirement  Board,  subject  to  the  provisions  of  the  Charter,  appoints  an  Executive  Director  to 
direct  and  manage  the  Retirement  System's  programs  and  operations 


The  Administrative  Division  assists  the  Executive  Director  in  the  supervision  and  direction  of  various 
plans  and  programs  of  the  Retirement  System.  The  Division  executes  and  implements  the  Retirement 
Board  policies  and  directives. 


The  Board  also  appoints  an  Actuary  and  a  Consulting  Actuary,  both  of  whom  provide  actuarial 
expertise  to  the  Retirement  Board  in  the  development  and  implementation  of  plans,  programs  and 
reports  governing  the  benefit  structure  of  the  Retirement  System. 


The  Administrative  Division  performs  a  wide  range  of  services  for  the  Retirement  Board.  The  Division 
prepares  and  distributes  calendars  and  minutes  of  all  Board  meetings,  assists  the  Board  in  the  conduct 
of  its  meetings,  prepares  a  variety  of  reports  and  correspondence  pertaining  to  Board  activities  and 
makes  recommendations  and  proposals  to  the  Board  on  matters  which  affect  the  administration  and 
management  of  the  Retirement  System. 


The  Administrative  Division  monitors  the  City  and  County's  Deferred  Compensation  Program  and 
administers  hardship  withdrawal  applications. 

The  Administrative  Division  implements  and  administers  the  Hearing  Officer  process.  Hearing 
Officers,  under  contract  to  the  Retirement  System,  hear  and  determine  all  applications  for  disability 
retirement,  disability  leave  and  death  benefits.  Two  agencies,  the  California  State  Office  of 
Administrative  Hearings  and  the  American  Arbitration  Association,  select  Hearing  Officers  to  conduct 
the  various  hearings. 

The  following  pages  provide  statistical  information  regarding  the  Hearing  Officer  process  and  the 
Deferred  Compensation  Plan. 
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Hearing  Officer  Report 

FISCAL  YEAR  1995-1996 


CASES 

TOTAL 

NO.  OF 

HEARINGS 

TOTAL 

NO. 

GRANTED 

TOTAL 

NO. 
DENIED 

Industrial  Disability  Retirements 

48 

20 

16 

Ordinary  Disability  Retirements 

81 

69 

6 

Industrial  Disability  Determinations 

6 

3 

1 

Death  Benefits 

5 

2 

2 

Petitions  for  Rehearing 

0 

1 

14 

PERS 

11 

10 

2 

Reinstatements 

2 

2 

0 

TOTAL 

153 

107 

41 

"Number  of  hearings  does  not  equal  number  of  decisions  as  there  are  decisions  pending  after  the  fiscal  year. 

Hearing  Officer  Report 

Four-Year  Comparison  


1994-95 


Hearings 

143 

147 

176 

153 

Granted 

121 

106 

128 

107 

Denied 

42 

52 

34 

41 
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Deferred  Compensation  Plan 

TThe  City  and  County  provides  a  Deferred  Compensation  Plan  for  its  employees  which  is 
monitored  by  the  Retirement  System's  Administrative  Division.  This  plan,  inaugurated  in  1979, 
permits  City  and  County  employees  to  defer  receipt  and  taxation  of  a  portion  of  their  regular 
compensation  until  they  reach  the  age  of  retirement.  The  deferred  wages  are  invested  on  behalf  of  each 
participant  by  the  ITT  Hartford  Company  in  one  or  more  of  nineteen  investment  vehicles  that  are 
selected  by  the  participant.  Neither  the  deferred  wages  nor  the  earnings  are  subject  to  current  Federal 
or  State  Income  taxes.  Taxes  become  payable  when  the  deferred  income  plus  earnings  are  distributed, 
presumably  at  retirement  when  the  participant  will  normally  fall  into  a  lower  income  tax  bracket.  The 
Deferred  Compensation  Program  is  a  voluntary  program. 


Deferred  Compensation  Participation:  Three  Year  Comparison 


Number  of  Active  Participants  12,629  19.20%  10.595 
INVESTMENT  OPTIONS 

General  (Savings)  168,786,259  5.08  $160,624,151 

Hartford  Stock  Fund  43.217,951  37.63  31,402,198 

Fixed  Income  (Bond)  5,464.196  6.44  5,133,431 

Advisers  Account  53.915,005  24.43  43.329.345 

Money  Market  3,092.195  -7.84  3,355,159 

Govt.  Sec.  Money  Market  1,052,404  12.09  938,905 

Capital  Appreciation'  41.022.270  39.52  29.402,169 

Mortgage  Securities  2.569.415  0.18  2,564,770 

Index  Fund  6,602,343  97.14  3,349,054 

Responsibly  Invested  Balanced2  4,236,310  34.20  3,156,711 

Hartford  International  Opportunities  13,599,646  40.73  9,663,523 

20th  Century  Ultra  22,224,182  87.48  11,854,141 

20th  Century  Select  2,528,735  20.24  2.103,101 

20th  Century  Balanced  1,397,621  33.73  1.045,121 

Fidelity  Growth  Opportunities  12,786,211  169.64  4,741,995 

Fidelity  Income  Growth  1,385,741  114.56  645,844 

Fidelity  Strategic  Opportunities  1,245,365  176.35  450.647 

Fidelity  Overseas  2.526.596  63.24  1.547.777 

Dividend  &  Growth  Fund  3.118,058  1593  29  184,142 

TOTAL  $390,770,503  23.86  315,492,184 

Retirees  Receiving  Benefits  826  4.56  790 

Retiree  Assets  $39,714,096  10.12  $36,064,234 


9,413 


16.39 

$138,009,051 

20.57 

26,044,101 

8.28 

4,740,940 

15.49 

7,519,005 

17.08 

2,865,630 

14.42 

820.560 

46.41 

20,082,555 

3.08 

2.488,046 

34.94 

2,481.956 

26.36 

2,498,097 

5.95 

9,120,749 

45.50 

8,147,211 

40.26 

1,499,457 

35.03 

773,971 

2508.65 

181,780 

348.30 

144,065 

265.64 

123,248 

436.18 

288,667 

2236% 

S2S7,829,089 

6.33% 

743 

8.24% 

$33,317,751 

'(Formerly  Aggressive  Growth  Fund)         : (Formerly  Calvert  Socially  Responsive  Fund) 


'Dividend  &  Growth  Fund  introduced  May,  1995 
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Investment  Division 


TPhe  Retirement  System's  investment  strategies  and  the  composition  of  its  aggregate  portfolio 
have  changed  considerably  over  the  seventy  years  since  its  inception.  Its  goal,  however,  has 
essentially  remained  the  same:  to  maximize  long-term  rates  of  return  on  investments  within 
prudent  guidelines.  These  goals  continue  to  be  met,  as  evidenced  by  the  16.6%  return  on  the  trust  fund 
for  the  fiscal  year  ended  June  30,  1996.  The  market  value  of  the  trust  fund  at  that  time  was  $7.5 
billion. 


The  Investment  Division's  professional  staff  serves  as  a  resource  to  the  Retirement  Board  in  the 
development  of  investment  policies  and  practices  and  assists  in  the  performance  of  the  Board's 
fiduciary  responsibilities  to  the  pension  trust.  Staff  also  analyzes,  develops  and  recommends  asset 
allocation  mixes,  manages  investment  portfolios,  and  monitors  the  activities  of  external  investment 
managers. 


At  the  end  of  the  fiscal  year,  over  one-third  of  the  pension  Fund's  assets  were  managed  internally, 
including  $1.7  billion  in  domestic  bonds  and  $1.1  billion  in  domestic  equities.  The  balance  of  the 
portfolio  was  managed  by  external  managers  specializing  in  domestic  and  global  fixed  income, 
domestic  and  international  equities,  and  in  real  estate  and  alternative  investments  For  the  five-year 
period  ended  June  30,  1996,  the  fund's  return  on  investments  averaged  12. 1%  per  year. 
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Annua!  Report  Ending  June  30,  1996 


Investment  Portfolio  Performance 


For  the  fiscal  year  ended  June  30,  1996,  the  rate  of  return  on  the  trust  fund  was  16.56%*,  led  by  strong 
increases  in  domestic  equities  and  alternative  investments  (including  venture  capital  and  buy-out 
partnerships).  The  US  stock  portfolio  rose  26.4%  followed  by  a  24.5%  increase  in  alternative 
investments.  Domestic  fixed  income  returns  lagged  due  to  an  improvement  in  the  US  economy  which 
led  to  rising  interest  rates.  The  domestic  bond  portfolio  rose  4.67%. 

Overseas,  interest  rates  declined  and  profits  began  to  improve  resulting  in  strong  international  equity 
returns.  International  stocks  gained  17.46%.  Although  non-US  fixed  income  was  adversely  impacted 
by  a  rising  US  dollar,  the  global  fixed  income  portfolios  increased  7.7%. 

The  fund's  twelve  month  return  of  16.56%  was  substantially  above  the  projected  return  of  8.25%,  used 
to  determine  plan  funding  needs. 


Based  on  time  weighted  ATMR  qualified  method  utilizing  the  custodians  trust  fund  balances. 
Includes  an  adjustment  in  asset  values  which  had  understated  the  previous  year's  returns. 
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Annual  Report  Ending  June  30.  1996 


Investment  Highlights  of  the  1995-1996  Fiscal  year 


ising  corporate  profits  resulted  in  strong  gains  throughout  nearly  all  equity  sectors  of  the 
capital  markets  during  the  fiscal  year  ended  June  30,  1996.   Fixed  income  returns  lagged,  but 
were  still  positive  due  to  the  continuation  of  relatively  low  global  inflation.    The  Retirement 
Fund's  total  return  on  investments  was  +16.56%. 


During  the  fiscal  year,  two  new  domestic  small  cap  equity  managers  were  hired  to  expand  the  fund's 
allocation  to  this  sector  of  the  market  Increasing  allocations  were  also  made  to  international  equities 
(with  emphasis  on  the  emerging  markets),  alternative  investments  including  leveraged  buyout  funds,  and 
real  estate.  In  the  domestic  fixed  income  portfolio,  an  investment  was  made  in  an  AFL-CIO  sponsored 
Housing  Investment  Trust  with  a  major  commitment  to  San  Francisco. 

The  following  chart  illustrates  percentages  of  Fund  assets  by  major  investment  categories  as  of  June  30, 
1996.  Nearly  two-thirds  percent  of  the  aggregate  portfolio  was  allocated  to  traditional  US  securities 
including  domestic  fixed  income  and  domestic  equities.  Global  fixed  income  comprised  7%  of  the  Fund 
with  international  equities  at  9%.  Real  estate  assets  were  7%  and  alternative  investments  4%. 


Asset  Allocation  as  of  June  30, 1996  -  Market  Value 


International  Equity 
9% 


Domestic  Equity 
32% 


Global  Fixed 
Income 
7% 


Alternative 

Investment 

4% 


Real  Estate 
7%       Cash 
10% 


Domestic  Fixed 

Income 

31% 
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Portfolio  Investments  as  of  June  30,  1996 


Category 

Cost 

%  of  Total 

Market 

%  of  Total 

FIXED  INCOME: 

Cash  and  Cash  &  Equivalents 

803,318,984.68 

11.91% 

802,618,310.22 

10.61% 

U.S  government 

1,853,961,405.08 

27.50% 

1,879,926,464.35 

24.86% 

Public  Utilities 

10,539,579.42 

0.16% 

10,634,413.94 

0.14% 

Industrial 

263,230,585.86 

3.90% 

264,488,945.55 

3.50% 

Financial 

62,168,645.85 

0.92% 

62,413,790.65 

0.83% 

Transportation-  Non-Rail 

1,131,900.00 

0.02% 

1,527,770.00 

0.02% 

Miscellaneous 

9,143,774.56 

0.14% 

9,624,533.22 

0.13% 

Foreign  government  and  Corporate 

507,711,351.54 

7.53% 

521,083,123.60 

6.89% 

Other  Assets 

577,416.71 

0.01% 

577,416.71 

0.01% 

Corporate  Real  Estate  Mortgages 

94,137,231.88 

1 .40% 

94,137,231.88 

1 .24% 

Accumulated  Amortization 

36,590,836.00 

0.54% 

0.00% 

TOTAL  FIXED  INCOME 

3,642,511,711.58 

54.02% 

3,647,032,000.12 

48.23% 

EQUITIES: 

Domestic  Common  Stock 

Basic  industries  Total 

151,140,866.90 

2.24% 

187,795,429.41 

2.48% 

Capital  goods  industries  Total 

123,316,760.77 

1.83% 

199,393,532.50 

2.64% 

Consumer  durables  Total 

35,759,414.91 

0.53% 

49,599,850.00 

0.66% 

Consumer  non-durables  &  services  To 

587,119,662.43 

8.71% 

850,025,590.79 

1 1 .24% 

Energy  Total 

152.278,803.65 

2.26% 

196,315,483.88 

2.60% 

Financial  services  Total 

184,167,718.49 

2.73% 

272,035,469.76 

3.60% 

Miscellaneous  Total 

168,300,141.76 

2.50% 

166,276,367.59 

2.20% 

Technology  Total 

228,770,628.31 

3.39% 

314,484,622.73 

4.16% 

Utilities  Total 

109,775,940.09 

1 .63% 

152,887,819.25 

2.02% 

Domestic  Equity  Other 

7,164,368.00 

0.11% 

7,651,725.00 

0.10% 

Foreign  Common  Stock 

552,717,983.11 

8.20% 

642,923,108.97 

8.50% 

TOTAL  EQUITIES 

2,300,512,288.42 

34.12% 

3,039,388,999.88 

40.19% 

OTHER  INVESTMENTS: 

Real  Estate 

528,859,000.00 

7.84% 

544,212,000.00 

7.20% 

Venture  Capital 

270,426,000.00 

4.01% 

331,335,000.00 

4.38% 

TOTAL  OTHER  INVESTMENTS 

799,285,000.00 

11.85% 

875,547,000.00 

11.58% 

TOTAL  PORTFOLIO 

6,742,309,000.00 

100.00% 

7,561,968,000.00 

100.00% 

I 
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Retirement  Services  Division 


TPhe  Operations  Division  provides  a  range  of  services  to  members  and  their  beneficiaries.  These 
services  include  active  and  retired  member  counseling,  calculation  of  benefits,  and  pension 
payments.  The  Operations  Division  also  provides  post  retirement  benefits  such  as  the 
processing  of  members'  requests  for  verification  of  information,  documents  or  forms,  address, 
beneficiary  and  tax  withholding  changes    The  following  units  comprise  the  Division: 

Member  Services  Unit: 

This  Unit  provides  information  and  counseling  to  new  employees  upon  becoming  eligible  for 
Retirement  System  membership.  In  addition,  all  personnel  transactions  such  as  promotions,  transfers 
and  terminations  are  processed  in  this  unit.  Current  members  are  provided  services  regarding  rate  of 
contribution,  address,  beneficiary  and  birthdate  changes.  Requests  for  verification  of  information  are 
processed  in  this  unit.  Members  considering  retirement  are  counseled  by  staff  in  this  unit,  and 
retirement  applications  are  processed  by  staff  at  the  time  of  the  counseling  session.  This  unit's  staff 
visits  homes  and  hospitals  for  member  counseling  and  retirement  sign-up  when  illnesses  prohibit  visits 
to  the  Retirement  System. 

Member  Accounts  and  Data  Base  Maintenance  Unit: 

This  Unit  performs  a  wide  range  of  services  such  as  initiating  and  maintaining  members'  retirement 
accounts,  maintaining  records  and  related  matters  and  closing  members'  accounts. 

Buy-back  Project  Unit: 

Calculation  of  buybacks  (prior  service,  redeposit,  shortage,  contributions  owed),  notification  to 
members  of  the  cost  of  buybacks,  processing  the  members'  election  to  purchase  and  follow-up  of 
members'  buyback  payment  schedules  are  processed  by  the  staff  in  this  unit.  In  addition  this  unit  is 
responsible  for  members'  annual  Benefit  Statements  and  the  posting  of  payroll  data  in  the  data  base 
system.  Updates  of  members'  data  in  the  computer  system  are  performed  by  this  unit's  staff. 

Benefits  Calculation  Unit: 

All  benefits  paid  on  account  of  a  member's  retirement,  death  or  termination  are  calculated  and 
processed  for  payment  in  this  unit  The  staff  in  this  unit  also  adjust  benefits  due  to  cost  of  living,  court 
orders,  Internal  Revenue  Service  and  Franchise  Tax  Board  levies  and  Family  Support 

Microfilm  and  Records  Unit: 

The  records  of  active  and  retired  members  are  maintained  by  this  unit  as  well  as  all  payroll  data  and 
documents  necessary  for  processing  benefits  Records  are  microfilmed  and  copies  of  all  microfilmed 
records  are  kept  at  an  off-site  location. 
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Plan  Membership 


The  Retirement  System  administers  three  separate  sets  of  benefits  for  City  and  County  employees:  the 
Miscellaneous  Plan,  the  Police  Plan  and  the  Fire  Plan.  Each  of  the  plans  consists  of  two  tiers  as  a 
result  of  a  Charter  Amendment  passed  by  the  electorate  in  1976,  which  reduced  retirement  benefits  to 
all  City  and  County  employees  hired  after  November  1,  1976. 

Employees  in  certain  job  classifications  of  the  City  and  County  of  San  Francisco  may  also  be  eligible 
for  membership  in  other  retirement  systems. 

In  1968,  deputized  personnel  of  the  Sheriffs  Department  were  authorized  to  transfer  to  the  State  of 
California  Public  Employees'  Retirement  System  (CALPERS).  Airport  Police  and  Institutional 
Police  personnel  were  authorized  to  transfer  to  CALPERS  in  1984  and  1985,  respectively.  District 
Attorney  Investigators  similarly  were  authorized  to  transfer  to  CALPERS  in  1986 

In  1972,  school  teachers  were  authorized  to  transfer  to  the  State  Teachers  Retirement  System 
(STRS). 

On  September  1,  1990,  employees  who  were  Adult  and  Juvenile  Probation  Officers  on  that  date 
became  CALPERS  members  for  all  prospective  service  rendered  in  qualified  job  classes.  All  service 
prior  to  September  1,  1990  is  credited  with  the  Retirement  System  under  reciprocity. 

On  September  1,  1995,  employees  who  had  earned  not  less  than  1040  hours  of  compensation  during 
any  12-month  period  were  eligible  for  retirement  membership  on  the  first  day  of  the  pay  period 
following  the  payperiod  in  which  the  member  earned  1040  hours  of  compensation. 


Active  Membership 


Active  membership  as  of  June  30,  1996  was  approximately  8.76%  higher  than  membership  as  of  June 
30,  1995.  As  of  June  30,  1996,  there  were  23,068  members  of  the  miscellaneous  plan,  2,010  members 
of  the  Police  plan,  and  1,471  members  of  the  Fire  plan  Please  refer  to  tables  on  page  26  for 
membership  as  of  June  30,  1996,  and  previous  fiscal  years. 

Miscellaneous  members  comprise  approximately  86.9%  of  the  total  membership.  Approximately 
12.4%  of  the  total  miscellaneous  members  are  employees  who  were  hired  before  November  2,  1976 

Police  officers  and  firefighters  comprise  approximately  7.6%  and  5.5%  of  the  total  membership, 
respectively. 

Miscellaneous  Plan  members  are  members  of  the  Social  Security  System.  Social  Security  coverage 
was  first  made  available  to  City  and  County  employees  in  September,  1959.  Members  covered  under 
Social  Security  may  elect  to  reduce  their  contributions  to  the  Retirement  System  by  a  portion  of  the 
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amount  contributed  to  Social  Security  annually.   These  members  will  have  account  shortages  and  will 
have  reduced  pensions  on  retirement  if  the  shortages  are  not  paid  prior  to  retirement. 

Where  reference  is  made  to  Charter  sections  covering  groups  of  employees,  the  following 
identifies  such  reference. 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.509 

Miscellaneous  members  before  November  2,  19976 

8.584 

Miscellaneous  members  on  or  after  November  2,  1976 

8.559 

Police  members  before  November  2,  1976 

8.586 

Police  members  on  or  after  November  2,  1976 

8.585 

Fire  members  before  November  2,  1976 

8.588 

Fire  members  on  or  after  November  2,  1976 

Other  Charter  References: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.514 

Social  Security  Coverage  for  Miscellaneous  Employees 

8.508-1 

Teachers  in  STRS 

8.505 

Port  Employees  -  CALPERS 

8.506 

Sheriffs  Employees  -  CALPERS 

8.506-2 

Airport  Police  Officers,  Institutional  Police  Officers,  District  Attorney 
Investigators,  Probation  Officers  -  CALPERS 

8.506-3 

Housing  Authority  Police  -  CALPERS 
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Membership  as  of  June  30, 1996 


(Three  year  comparison) 


CHARTER 
SECTION 

EMPLOYEE 
TYPE 

NUMBER  OF  ACTIVE  MEMBERS 

AS  OF 

6/30/96 

AS  OF 

6/30/95 

AS  OF 

6/30/94 

8.509 

Miscellaneous  members  before 
November  2,  1976 

3,283 

3,506 

3,689 

8.584 

Miscellaneous  members  on  or  after 
November  2,  1976 

19,785 

17,586 

16,884 

8.559 

Police  members  before  November  2, 
1976 

459 

483 

535 

8.586 

Police  members  on  or  after  November 
2,  1976 

1,551 

1,369 

1,298 

8.585 

Firefighter  members  before 
November  2,  1976 

536 

578 

616 

8.588 

Firefighter  members  on  or  after 
November  2,  1976 

935 

888 

849 

TOTAL   EMPLOYEE  S 

26^49 

24,410 

23,871 
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City  and  County  Rates  of  Contributions 


As  a  Percentage  of  Payroll 


COVERED  PERIOD 

POLICE 

FTRE 

MISC. 

1993-94  (1st  half) 

26.92% 

40.02% 

7.36% 

1993-94  (2nd  half) 

19.76% 

19.47% 

5.39% 

1994-95  (1st  half) 

19.76% 

19.47% 

5.39% 

1994-95  (2nd  half) 

19  76% 

19.47% 

5.39% 

1995-96  (1st  half) 

14.79% 

12.44% 

4.98% 

1995-96  (2nd  half) 

12.69% 

10.58% 

4.29% 

Note:  Rates  of  contribution  are  composite  rates  for  Old  and  New  groups. 


Employee  Contribution  Rates 


As  a  Percentage  of  Payroll 


GROUP 

RATE  OF  CONTRD3UTION 

Miscellaneous  (Old)* 

8.00% 

Miscellaneous  (New) 

7.50 

Police  (Old) 

7.00 

Police  (New) 

7.50 

Fire  (Old) 

7.00 

Fire  (New) 

7.50 

"Contributions  for  Old  Plan  Miscellaneous  Employees  (Charter  Section  8.509)  are  based  on  gross 
income.  Contributions  for  other  groups  are  based  on  gross  income  minus  overtime  compensation. 
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Member  Services  Unit 


The  following  table  summarizes  several  activities  of  the  Member  Services  Unit  during  fiscal  year 
1995-96: 


ACTIVITY 

TOTAL 

Retirement  Appointments 

918 

Retirement  Applications  Processed 

556 

Personnel  Transactions: 

5,423 

New  Members 

1,214 

New  Members  (1040  hours  membership  ordinance) 

2,120 

Rehires 

161 

Promotions  /  Transfers 

1,743 

Fire  Recruits 

29 

Police  Recruits 

64 

Sheriff  Recruits 

92 

Visitors 

15,390 

Mail  (letters) 

16,702 

Home  Visits 

14 

Group  Presentations 

33 

Beneficiary  Changes 

1,070 

Rate  Changes 

828 

Refund  Packets 

404 

Verification  of  Pension  or  Benefit  Data 

423 

Other  (address,  name.  SSN  changes  +  w/h  Tax  changes') 

2,550 

Retirement  appointments  increased  5.6%  in  fiscal  year  1995-96  when  compared  to  appointments  in 
1994-95,  from  869  in  1994-95  to  918  in  1995-96.  Retirement  applications  processed  increased  .7%, 
from  552  in  1994-95  to  556  in  1995-96. 

Personnel  transactions  processed  increased  66%  in  1995-96,  from  3,263  in  fiscal  year  1994-95  to 
5,423  in  1995-96. 

The  increase  was  due  to  the  new  membership  ordinance  enacted  in  July  1995. 
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Promotions  and  transfers  accounted  for  30%  of  all  personnel  transactions  processed  in  fiscal  year 
1995-96. 

Nineteen  (19)  retirement  counseling  sessions  were  held  in  hospitals  or  members'  homes  due  to  the 
members  inability  to  visit  our  office.  The  staff  traveled  to  Concord,  Vallejo,  South  San  Francisco,  and 
San  Francisco  to  counsel  ill  employees. 

The  staff  made  33  group  presentations  for  membership  enrollment.  Generally,  in  job  classes  such  as 
fire  and  police  recruits,  transit  operators,  eligibility  workers  and  sheriff  recruits  are  counseled  at  their 
work  location  due  to  their  large  numbers. 

Pension  Benefits 


Fiscal  Year  1995-1996 

Several  tables  follow  which  show  the  distribution  of  benefits  by  retirement  type  (service,  ordinary 
disability,  industrial  disability  and  vesting),  and  type  of  recipient  (member,  beneficiary.) 


Number  of  New  Retirees 


GROUP 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

Miscellaneous 

284 

86 

N/A 

59 

429 

Fire 

30 

2 

1 

1 

34 

Police 

22 

5 

4 

2 

33 

TOTAL 

336 

93 

5 

62 

496 

The  total  number  of  new  retirees  in  fiscal  year  1995-1996  was  496,  approximately  8.5%  lower  than  in 
1994-95  (542).  Out  of  the  total  number  of  new  retirees  in  1995-96,  67.7%  were  service  retirees. 

Miscellaneous  new  retirees  accounted  for  approximately  86.5%  of  the  total  number  of  new  retirees  in 
1995-96.  In  fiscal  year  1994-95  miscellaneous  new  retirees  were  80%  of  the  total  number  of  new 
retirees  in  that  year. 

Police  and  Fire  new  retirees  were  6.7%  and  6.8%,  respectively,  of  the  total  number  of  new  retirees  in 
1995-96.  In  1994-95,  Fire  and  Police  new  retirees  were  each  12%  and  8%  of  total  number  of  new 
retirees. 
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Service  Credit  at  Retirement 


Miscellaneous 


YEARS  OF 
SERVICE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

7 

7 

0 

14 

6-10 

27 

43 

9 

79 

11-15 

53 

24 

19 

96 

16-20 

50 

9 

16 

75 

21-25 

59 

0 

12 

71 

26-30 

48 

0 

3 

51 

31-35 

35 

0 

0 

35 

36-40 

8 

0 

0 

8 

Over  40 

0 

0 

0 

0 

TOTAL 

2S7 

83 

59 

429 

"PERCENT 

66.9 

19.3 

13.8 

100.0 

Approximately  78%  of  the  total  miscellaneous  retirees  (429)  were  credited  with  less  than  twenty-six 
(26)  years  of  service.  The  average  number  of  years  of  service  credited  to  miscellaneous  retirees  who 
retired  in  1995-96  was  eighteen  (18)  years.  Approximately  33%  (142)  of  the  total  miscellaneous 
retirees  retired  for  vesting  and  ordinary  disability  in  1995-96  compared  to  33%  of  the  miscellaneous 
retirees  who  retired  for  vesting  and  ordinary  disability  in  1994-95  (143).  (Vesting  retirement  requires  a 
minimum  of  5  years  of  service,  and  ordinary  disability  requires  a  minimum  of  10  years). 

Miscellaneous  retirees  who  retired  for  service  were  credited  with  an  average  of  18  years  of  service  while 
those  who  retired  for  ordinary  disability  were  credited  with  an  average  of  16  years. 
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Service  Credit  at  Retirement 


Police  and  Fire 


NO,  OF 
YEARS 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

0 

0 

0 

0 

0 

6-10 

0 

0 

2 

1 

3 

11-15 

0 

2 

0 

1 

3 

16-20 

0 

1 

0 

0 

1 

21-25 

7 

2 

3 

0 

12 

26-30 

33 

0 

0 

1 

34 

31-35 

10 

0 

0 

0 

10 

36-40 

1 

0 

0 

0 

1 

Over  40 

3 

0 

0 

0 

3 

TOTAL 

54 

5 

5 

3 

67 

Percent 

80.5 

7,5 

:  7.5 

4.5 

100.0 

The  average  number  of  years  of  service  credited  to  Police  and  Fire  retirees  in  fiscal  year  1995-96  and 
1994-95  was  approximately  26  years. 

Approximately  30%  of  the  total  Police  and  Fire  retirees  were  credited  with  less  than  26  years;  70% 
were  credited  with  more  than  25  years. 

Police  and  Fire  retirees  who  retired  for  service  were  credited  with  an  average  of  28  years  of  service  in 
1995-96  while  those  who  retired  for  ordinary  disability  and  industrial  disability  were  credited  with  an 
average  of  17  years. 
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Age  At  Retirement 


Miscellaneous  Employees 


AGE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

23 

46 

49 

118 

27.5 

55-60 

94 

20 

10 

124 

28.9 

61-65 

119 

11 

0 

130 

30.3 

Over  65 

51 

6 

0 

57 

13.3 

Total 

287 

83 

59 

429 

100.0 

Police  and  Fire 


AGE 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

33 

4 

3 

5 

45 

67.2 

55-60 

18 

1 

0 

0 

19 

28.3 

61-65 

2 

0 

0 

0 

2 

3.0 

Over  65 

1 

0 

0 

0 

1 

0.5 

TOTAL 

54 

5 

3 

5 

67 

100.0 

The  average  age  of  miscellaneous  retirees  who  retired  in  1995-96  was  58  years,  for  safety  retirees  the 
average  age  was  54  years. 

Miscellaneous  retirees  who  retired  for  service  were  60  years  old  on  the  average,  safety  retirees  who 
retired  for  service  were  54  years  old  on  the  average. 
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Total  Retirement  Allowances 


Retired  Members  and  Survivors  (Three  year  comparison) 


CATEGORY 

SERVICE 

DISABILITY* 

DEATH  IN 

LINE  OF 

DUTY 

TOTAL 

As  of  6/30/96 

Miscellaneous 

11,180 

1,642 

N/A 

12,822 

Fire 

775 

806 

59 

1,640 

Police 

983 

803 

62 

1,848 

TOTAL 

12,938 

3,251 

121 

16,310 

As  of  6/30/95 

Miscellaneous 

11,094 

1,586 

N/A 

12,680 

Fire 

766 

779 

58 

1,603 

Police 

973 

783 

66 

1,822 

TOTAL 

12,833 

3,148 

124 

16,105 

As  of  6/30/94 

Miscellaneous 

11,038 

1,557 

N/A 

12,595 

Fire 

746 

781 

61 

1,588 

Police 

931 

777 

67 

1,775 

TOTAL 

12,715 

3,115 

128 

15,958 

""Includes  Ordinary  (Miscellaneous,  Fire,  and  Police)  and  Industrial  (Fire  and  Police) 
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Monthly  Retirement  Benefits  Paid 


Three  year  Comparison: 


SERVICE 

DISABILITY 

DEATH  IN  LINE 
OFDUTY 

TOTAL 

As  of  6/30/96 

Miscellaneous 

$13,332,273 

$1,466,525 

N/A 

$14,798,798 

Fire 

2,030,385 

2,044,607 

119,591 

4,194,583 

Police 

2,622,055 

1,691,878 

133,674 

4,447,607 

TOTAL 

$17,984,713 

$5,203,010 

$253,265 

$23,440,988 

As  of  6/30/95 

Miscellaneous 

$12,998,677 

$1,386,807 

N/A 

$14,385,484 

Fire 

1,992,035 

2,065,794 

120,790 

4,178,619 

Police 

2,595,945 

1,670,405 

136,034 

4,402,384 

TOTAL 

$17,586,657 

$5,123,006 

$256,824 

$22,966,487 

As  of  6/30/94 

Miscellaneous 

$129 

$1,286,575 

$0 

$13,939,548 

Fire 

1,879,119 

1,952,619 

116,691 

3,948,429 

Police 

2,369,722 

1,595,804 

132,300 

4,097,826 

TOTAL 

$16,901,814 

$4,834,998 

$248,991 

$21,985,803 

Approximately  63%  ($14,798,798)  of  the  total  monthly  retirement  benefits  paid  as  of  June  30,  1996 
($23,440,488)  was  paid  to  miscellaneous  retirees  and  continuants. 

Monthly  retirement  benefits  paid  to  service  retirees  ($17,984,713)  represented  approximately  77%  of 
the  total  monthly  benefits.  Disability  benefits  were  approximately  22%  of  all  monthly  retirement 
benefits  as  of  June  30,  1996. 
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Death  Benefits  Paid 

Three  Year  Comparison: 


1995-1996 


1994-1995 


1993-1994 


NUMBER  OF  DEATHS 

Active  Members 

Retired  Members 

Continuants 

TOTAL 

TYPE  OF  BENEFIT 

Due  to  Active  Member  Deaths 

Refund  of  Contributions 

6  Months  Earnable  Salary 

SUBTOTAL 

Due  to  Retired  Member  Deaths 

Continuation 
Option  1  (Refund  of  Member 
Accumulated  Contributions 

$100/Year  for  Each  Year  of 

SUBTOTAL 

TOTAL 

Industrial  Death  Allowances* 


75 
589 

193 
&57 


72 
632 
200 
904 


82 
554 
203 
839 


109 

108 

82 

109 

109 

73 

218 

217 

155 

197 

225 

226 

65 

98 

124 

587 

594 

590 

849 

917 

940 

1,067 

1434 

1,095 

0 

i 

0 

The  number  of  deaths  in  1995-96  decreased  by  approximately  5%  over  fiscal  year  1994-95. 

There  was  little  change  in  the  number  of  benefits  paid  due  to  the  death  of  active  members,  from  217  in 
1994-95  to  218  in  1995-1996. 

The  number  of  payments  processed  due  to  the  deaths  of  active  and  retired  members  was  1,067  in 
1995-96,  approximately  6%  lower  than  in  1994-95 

Number  of  allowances  paid  to  eligible  dependents  of  Police  Officers  and  Firefighters  who  died  as  a  result  of  injury  or 
illness  incurred  in  the  performance  of  duty 


San  Francisco  Retirement  System 


36 


Annual  Report  Ending  June  30,  J  996 


Withdrawal  of  Contributions 


Three  Year  Comparison 


NUMBER 

PERCENT 

VARIANCE 

PRIOR  YEAR 

AMOUNT 

PERCENT 

VARIANCE 

PRIOR  YEAR 

As  of  6/30/96 

Miscellaneous 

508 

$3,556,265 

Fire 

1 

14,615 

Police 

8 

291,105 

Adjustments 

18 

25,346 

Non-Member 

16 

15,149 

TOTAL 

551 

$3,902,480 

<25.8> 

As  of  6/30/95 

Miscellaneous 

448 

$4,840,289 

Fire 

3 

65,554 

Police 

9 

310,208 

Adjustments 

44 

29,222 

Non-Member 

13 

12,753 

TOTAL 

517 

13.6             $5,258,026 

56.0 

As  of  6/30/94 

Miscellaneous 

390 

$3,148,488.09 

Fire 

0 

0.00 

Police 

11 

195,082.68 

Adjustment 

51 

22,700.43 

Non-Member 

3 

2,351.86 

TOTAL 

455 

<22.0> 

$3,368,623 

8.0 

The  number  of  refunds  processed  in  fiscal  year  1995-96  was  approximately  6.6%  and  21.1%  higher 
than  the  number  of  refunds  in  fiscal  year  1994-95  and  1993-94  respectively. 
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Fiscal  Division 


TThe  Fiscal  Division  is  responsible  for  providing  financial  information  to  management  for  its 
planning,  control,  and  decision  making  functions.  The  financial  reporting  includes  the 
preparation  of  the  Retirement  System's  financial  position  and  operating  results  in  accordance 
with  generally  accepted  accounting  principles  applicable  to  a  public  employee  retirement  system 
(PERS).  The  financial  statements  and  required  supplemental  information  include: 


1 .  Statement  of  Net  Assets  Available  for  Pension  Benefits 

2.  Statement  of  Changes  in  Net  Assets  Available  for  Pension  Benefits 

3.  Actuarial  Report  and  Historical  Information 

4.  Disclosures  as  required  by  Governmental  Accounting  Standards  Board  (GASB) 


The  Accounting  and  financial  reporting  are  divided  into  several  major  activities  which  include: 

1 .  Investments  accounting 

2.  Accounting  for  member  and  employer  contributions 

3.  Benefits  payment  accounting 

4.  Accounting  for  employees'  deferred  compensation 

5.  Systems  and  database  maintenance 

6.  Budgeting  and  appropriation  control 

7.  General  ledger  and  reports 


In  addition,  the  Fiscal  Division  provides  statistical  and  financial  data  used  for  actuarial  projections,  the 
calculation  of  appropriate  city  contributions  and  cash  flow  projections  to  ensure  adequate  funding  of 
retirement  benefits  payment. 

The  accompanying  audited  statements  of  net  assets  available  for  pension  benefits  as  of  June  30,  1996, 
and  1995  and  the  related  statements  of  changes  in  net  assets  available  for  pension  benefits  are 
presented  to  provide  information  on  the  financial  status  of  the  pension  trust  fund. 
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Pension  Fund 
Cash  Flow  Analysis 

1995-96 


INCOME                                                                  AMOUNT 

City  and  County  Contributions 

$             69,111,619 

Employee  Contributions 

$             87,696,290 

Interest  Earned 

$           257,854,815 

Dividends  Earned 

$             50,188,753 

Real  Estate  Income 

$             38,094,714 

Net  Amortization  of  Bonds 

$               4,776,153 

Miscellaneous  Income 

$                         766 

Alternative  Investment  Income 

$             42,702,461 

Sub-Total 

$           550,425,571 

DOMESTIC  INVESTMENTS 

Gain  (Loss)  on  Sale  of  Short  Term  Securities 

$ 

Gain  (Loss)  on  Sale  of  Stocks 

$           331,665,980 

Gain  (Loss)  on  Sale  of  Government  Bonds 

$             24,660,069 

Gain  (Loss)  on  Sale  of  Corporate  Bonds 

$                  958,307 

Gain  (Loss)  on  Sale  of  Real  Estate 

$ 

Gain  (Loss)  on  Sale  of  Notes 

$ 

Gain  (Loss)  on  Sale  of  Venture  Capital 

$             47,433,619 

Sub-Total                                               $           404,717.975 

INTERNATIONAL  INVESTMENTS 

Gain  (Loss)  on  Sale  of  Stocks 

$             28,948,378 

Gain  (Loss)  on  Sale  of  Bonds 

$               9,965.029 

Gain  (Loss)  on  Currency  Conversion 

$             41,829,477 

Gain  (Loss)  on  Sale  of  Futures  Contracts 

$ 

Sub-Total                                                 $             80,742,884 

TOTAL  INCOME 

$         1,035,886,430 

Increase  From  Fiscal  Year  1994-95 

$            401,697,674 

San  Francisco  Retirement  System 
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Pension  Fund 
Cash  Flow  Analysis  (Cont'd) 

1995-96 


PAYMENTS                                                            AMOUNT 

Service  Retirement  Payments 

$                    214,756,216 

Withdrawals 

$                        3,988,566 

Disability  Retirement  Payments 

$                      62,646,366 

Death  Allowance  Payments                                                            $                      3,135,326 

Death  Benefits  Paid  by  City  and  County                                        ;  $                      2,437,447 

Normal  Contributions  Paid  as  Death  Benefits                                  $                      2,117,434 

Retired  Annuitant  Rolls  (Option  1  Death  Benefit)                          i  $                          903,711 

TOTAL  PAYMENTS 

$                    289,985,066 

Increase  From  Fiscal  Year  1994-95 

$                       6,188,035 

San  Francisco  Retirement  System 
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City  and  County  Contributions 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1995-96                       1994-95                      1993-94 

Miscellaneous 

$              45,486,256 

$           49,023,598     $           57,715,171 

Fire 

$                9,382,227 

$            15,564,875     $           22,262,472 

Police 

$               14,243,136 

$            19,225.712     $           21,310,954 

TOTAL 

S             69,111,619 

$           83,814,185     $         101,288,597 

Employee  Contributions 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1995-96 

1994-95 

1993-94 

Miscellaneous 

|$ 

73,789,734 

$ 

63,118,635  |  $ 

60,264,562 

Fire 

$ 

5,974,809  !  $ 

5,857,934  |  $ 

5,440,193 

Police 

1  $ 

7,716.257 

$ 

7,191,308 

$ 

6,706,516 

Additional 

1  $ 

. 

$ 

. 

$ 

. 

Redeposit 

$ 

215,490 

$ 

178,881 

$ 

114,411 

TOTAL 

Js 

87,696,290 

$ 

76,346,758 

$ 

72,525,682 

San  Francisco  Retirement  System 


42 


Animal  Report  Ending  June  30,  1996 


KPMG  Peat  Marwick  llp 


Three  Embarcadero  Center 
San  Francisco,  CA  94111 


Independent  Auditors'  Report 


Honorable  Mayor  and  Board  of  Supervisors 
City  and  County  of  San  Francisco: 


We  have  audited  the  accompanying  statements  of  net  assets  available  for  pension  benefits  of  the  San 
Francisco  City  and  County  Employees'  Retirement  System  (the  Retirement  System)  as  of  June  30, 
1996  and  1995,  and  the  related  statements  of  changes  in  net  assets  available  for  pension  benefits  for 
the  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Retirement  System's 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing 
the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for 
our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
information  regarding  the  Retirement  System's  net  assets  available  for  pension  benefits  as  of  June  30. 
1996  and  1995,  and  changes  therein  for  the  years  then  ended  in  conformity  with  generally  accepted 
accounting  principles. 

Our  audits  were  made  for  the  purpose  of  forming  an  opinion  on  the  basic  financial  statements  taken  as 
a  whole.  The  supplementary  information  included  in  Schedule  1  is  presented  for  the  purpose  of 
additional  analysis  and  is  not  a  required  pan  of  the  basic  financial  statements.  Such  information  has 
been  subjected  to  the  auditing  procedures  applied  in  the  audits  of  the  basic  financial  statements  and, 
in  our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the  basic  financial  statements  taken 
as  a  whole. 


October  11.  1996 


fl>0}6  fjuJ-m^M^U^ 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Net  Assets  Available  for  Pension  Benefits 

June  30,  1996  and  1995 


Assets 

Cash 

Contributions  receivable: 
Members 
City  and  County  of  San  Francisco 

Investment  income  receivable: 
Interest 
Dividends 

Receivable  from  brokers 

Investments  (note  7): 

Deposits  in  money  market  funds 

Commercial  paper 

Debt  securities,  at  amortized  cost  (note  8) 

Equity  securities,  at  cost  (note  9) 

Real  estate  holdings,  at  equity  (note  10) 

Venture  capital,  at  equity 

Total  investments 

Total  assets 
Liabilities 
Payable  to  brokers 
Other  liabilities 

Total  liabilities 
Commitments  and  contingencies  (note  13) 
Net  assets  available  for  pension  benefits  (notes  4  and  11) 


1996  1995 

(In  thousands) 


3,332 
2,549 


40,499 
7,443 

58,227 


3.984 


2.731 
3,131 


49,349 
4,586 

46,431 


929,118 

501,641 

19,756 

35,440 

2.854,056 

2,828,511 

2,300,512 

1,921,062 

528,859 

487.806 

270,426 

189.700 

6,902.727 

5.964.160 

7,014,777 

6.074.372 

267,584 

52,275 

4.884 

4.262 

272.468 

56,537 

6,742,309 

6.017.835 

See  accompanying  notes  to  financial  statements. 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Changes  in  Net  Assets  Available  for  Pension  Benefits 

Years  ended  June  30,  1996  and  1995 


Members'  contributions  (notes  3  and  5): 
Miscellaneous 
Police 
Fire 


City  and  County  of  San  Francisco  contributions  (notes  3  and  5): 
Miscellaneous 
Police 
Fire 


Investment  income  (expenses): 
Interest 
Dividends 
Gain  on  disposition  of  investments: 

Equity  securities 

Debt  securities 
Gain  (loss)  on  currency  conversion 
Equity  in  the  earnings  of  alternative  investments 
Equity  in  the  earnings  of  real  estate  holdings  (note  10) 
Investment  expenses 


Total  additions 

Allowances  and  benefits  paid  from  accumulated  contributions  of 
(note  12): 
Members 
City  and  County  of  San  Francisco 


Accumulated  contributions  withdrawn 
Administrative  expenses 

Total  deductions 

Net  increase 

Net  assets  available  for  pension  benefits: 
Beginning  of  year 

End  of  year 


1996 
(In 

1995 
thousands) 

73,988 

63,246 

7,733 

7,219 

5.975 

5.881 

87.696 

76.346 

45,487 

49.023 

14,243 

19.226 

9.382 

15.565 

69.112 

83.814 

262,632 

253,014 

50,189 

48,118 

360,614 

131,399 

35,583 

5,033 

41,829 

(10,012) 

90,136 

16,918 

38.095 

29,525 

(15.885) 

(16.551) 

863.193 

457.444 

1,020.001 

617.604 

46,400 

44,351 

239.596 

234,225 

285,996 

278,576 

3,989 

5,221 

5.542 

5.101 

295.527 

288.898 

724,474 


6.017,835 
$    6,742.309 


328,706 


5,689.129 
6.017.835 


See  accompanying  notes  to  financial  statements. 
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Actuarial  Summary 


General  Information 


T'Aie  Retirement  System  pays  an  array  of  benefits  to  members  and  their  survivors  --  service 
retirement,  disability  retirement,  and  survivor  benefits,  in  addition  to  contribution  plus  interest 
<  refunds  to  members  who  withdraw  from  the  System.  These  benefits  are  funded  from  a 
combination  of  employee  contributions,  City  contributions  and  investment  returns  earned  on  those 
contributions. 

Each  year,  the  Retirement  System  conducts  an  actuarial  valuation  of  its  assets  and  liabilities  in  order  to 
assess  the  funded  status  of  the  System  and  to  determine  appropriate  levels  of  City  contributions  to  the 
Fund  for  the  next  fiscal  year.  The  latest  valuation  was  carried  out  by  the  actuarial  consulting  firm  of 
Towers  Pen-in  based  on  June  30,  1995  data.  The  results  were  first  published  in  December  1995  and 
amended  (based  on  changes  to  the  investment  return  and  wage  increase  assumptions)  in  May  1996. 


Assumptions  and  Method 

The  main  assumptions  used  to  measure  the  System's  liabilities  for  future  benefits  payments  were: 

Investment  Returns  8.25%  per  year 

Base  Wage  Increases  4.50%  per  year 

Merit  and  Promotion  1.3%,  approximately  (varies  by 

Wage  Increases  group  and  years  of  service) 

Retiree  Mortality  1983  Group  Annuity  Mortality  Table 

The  actuarial  funding  method  used  was  as  follows: 

♦  entry  age  normal  cost  method 

♦  unfunded  liability  due  to  benefit  increases  amortized  as  a  level  percentage  of  payroll  over  20  years 

♦  unfunded  liability  due  to  actuarial  gains  and  losses,  assumption  changes  and  miscellaneous  items 
amortized  as  a  level  percentage  of  payroll  over  15  years 

The  assets  were  valued  using  a  5-year  phase-in  of  realized  and  unrealized  capital  gains  and  losses. 
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Key  Results 


Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 


Actuarial  Liability 
Actuarial  Value  of  Assets 
Unfunded  Liability 


5,620,413,000 
6.131.696.000 
(511,283,000) 


Funded  Status 
(assets  +  liabilities) 


109.1% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in  FY  96-97  were  derived  as  follows: 


POLICE 

FERE 

MISC. 

Normal  Cost 

22.43 

21.70 

10.39% 

Unfunded  Liability  &  Other  Costs 

(15.07) 

(14.41) 

(0.96) 

Employee  Contributions 

7.36 

7.29 

7.60 

City  Contribution  Rate 

0.00 

0.00 

1.83 

San  Francisco  Retirement  Svstem 
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Additional  Details 

Based  on  the  method  and  assumptions  stated  on  the  previous  pages,  the  basic  findings  of  the  latest 
valuation  were: 


Actuarial  Valuation  Results 
As  of  June  30, 1995 


POLICE 

FIRE 

MISC. 

TOTAL 

#Actives 

1,852 

1,466 

21,092 

24,410 

Annual  Salary  (Mill.) 

$  101.1 

$    81.4 

$1,011.3 

$1,193.8 

Average  Salary 

$54,591 

$55,513 

$  47,949 

$  48,907 

#Retirees 

1,801 

1,611 

12,553 

15,965 

Annual  Benefit  (Mill.) 

$    52.3 

$    50.0 

$   181.3 

$  283.6 

Average  Benefit 

$  29,047 

$31,024 

$  14,440 

$  17,761 

Actuarial  Liability  (Mill.) 

$  1,149 

$  1,019 

$  3,453 

$  5,620 

Actuarial  Value  of  Assets  (Mil.) 

$  1,340 

$  1,166 

$  3,626 

$  6,132 

Unfunded  Liability  (Mil.) 

$(191) 

$(147) 

$  173 

$(511) 

Funded  Status 

116.65% 

114.42% 

105.01% 

109.10% 

Contributions  Rates: 

Normal  Cost 

22.43% 

21.70% 

10.39% 

12.18% 

+Unfunded  Liability 

-15.52% 

-14.86% 

-1.41% 

-3.52% 

Total 

6  91% 

6.84% 

8.98% 

8.66% 

-Employee  Contribution 

7.36% 

7.29% 

7.60% 

7.56% 

+Administrative  Expenses 

0.45% 

0.45% 

0.45% 

045% 

City  and  County  Rate 

0.00% 

0.00% 

1.83% 

1.55% 

San  Francisco  Retirement  Svslem 
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Towers  Perrin 


Catherine  L.  Cole,  asa 

Principal 

333  Bush  Street.  Suite  1600 
San  Francisco,  CA  94104-2836 
415  773-3012 
Fax:  415  773-3071 


December  5,  1995 


Retirement  Board  of  the  San  Francisco 
City  and  County  Employee's 
Retirement  System 
1 155  Market  Street,  Second  Floor 
San  Francisco,  CA  94103 


Dear  Honorable  Members: 

Enclosed  is  the  actuarial  valuation  of  the  Retirement  System  as  of  July  1 ,  1 995.  The 
report  contains  recommended  City  contribution  rates  for  the  fiscal  year  commencing 
July  1,  1996. 

This  report  is  based  on  information  provided  to  us  by  the  System's  staff  and  on  draft 
audited  financial  statements  of  the  System. 

This  valuation  has  been  conducted  in  accordance  with  generally  accepted  actuarial 
principles  anc  practices.  The  actuarial  assumptions  used  in  the  development  of  the 
recommended  contributions  level  have  been  selected  by  the  Retirement  Board,  with 
the  concurrence  of  Towers  Perrin,  to  be  individually  reasonable  (taking  into  account 
the  experience  of  the  plan  and  reasonable  expectations)  and  which,  in  combination, 
offer  the  actuary's  best  estimate  of  anticipated  experience  under  the  plan. 

We  look  forward  to  discussing  the  valuation  results  with  the  Board  on  December  12, 
1995. 


Sincerely, 


fCLCrlbp 
Enclosures 
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In  Appreciation 


▼?-|rT/he  senior  staff  of  the  Retirement  System  have  summarized  the  activities  of  their  divisions  to 

produce  this  report.   This  year's  annual  report  reflects  the  hard  work  of  several  staff  members 

sk  who  have  contributed  to  converting  to  a  new  software  package  to  enhance  the  overall 

presentation.  Special  thanks  are  given  to  those  who  worked  on  the  word  processing  and  layout  of  the 

annual  report. 


Cristina  Baires 

Melvin  Jones 

Michael  Ma 

Raymond  Ng 

Jose  Tadifa 

Brewster  Wyckoff 
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Retirement  System 
Annual  Report 


City  &  County  of  San  Francisco 
For  The  Year  Ended  June  30, 1997 


DOCUMENTS  DEPT. 

APR  n  8  1998 

SAN  FRANC  > 

PUBLIC  LIBFWrtY 


Retirement  System 
Annual  Report 


City  and  County  of 
San  Francisco 


MISSION  STA  TEMENT 

San  Francisco  City  and  County  Employees'  Retirement  System  is 

dedicated  to  securing,  protecting  and  prudently  investing  the  pension  trust 

assets,  administering  mandated  benefit  programs,  and  providing  promised  benefits. 


For  the  Year  Ended 
June  30,  1997 


VISION  STATEMENT 


Within  five  years  (2001),  the  San  Francisco  Employees  Retirement  System  will: 


4  ensure  that  all  beneficiaries  understand  their  benefits  and  have  available  on- 
line access  to  benefit  information 

4  continue  to  be  creative,  disciplined,  focused,  responsive  and  successful 

4  continue  to  be  a  reliable,  innovative  resource  to  the  City,  the  employees  and 
retirees  on  benefit  issues 

4  continue  to  be  well-funded  through  effective  and  prudent  investment  of 
contributions  and  plan  assets 

4  provide  a  work  environment  where  the  employees  individually  and  as  a  team 
are  productive  and  appreciated 
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President's  Message 

MISSION  STATEMENT 

San  Francisco  City  and  County  Employees'  Retirement  System 

is  dedicated  to  securing,  protecting  and  prudently  investing 

the  pension  trust  assets,  administering  mandated  benefit 

programs,  and  providing  promised  benefits. 

It  is  my  pleasure  on  behalf  of  the  Retirement  Board  and  staff  of  the  Retirement  Board  and  staff  of  the  Retirement 
System  to  present  the  System's  Annual  Report  for  Fiscal  Year  1996-97.  This  comprehensive  document  provides 
substantive  details  concerning  the  investment  and  management  of  the  Trust  Fund's  assets,  the  range  of  services 
available  to  members  and  beneficiaries  of  the  Retirement  System,  as  well  as  profiles  of  the  Plan's  membership. 

Several  noteworthy  efforts  were  undertaken  by  the  Retirement  Board  and  System  staff  during  Fiscal  Year  1996-97: 

♦  Cortex  Applied  Research,  Inc.  of  Toronto  Canada  was  engaged  to  assist  the  Board  in  a  full  assessment  of  the 
governance  structure  and  practices  of  the  San  Francisco  Employees'  Retirement  System.  An  educational 
seminar  was  provided  for  the  benefit  of  the  Board  and  senior  staff  involving  principles  of  governance  and  best 
practices  identified  by  Cortex.  Specific  findings  concerning  SFERS'  governance  were  reviewed  by  the  Board 
and  a  commitment  was  made  to  future  activities  focused  on  enhancing  decision-making  policies,  processes,  and 
outcomes. 

♦  The  Retirement  Board  adopted  a  new  policy  which  encourages  the  use  of  minonty/women  and  locally  owned 
businesses  by  San  Francisco  Employees'  Retirement  System  contractors  on  a  subcontracting  joint  venture  or 
supplier  basis.  This  action  aligns  the  System  with  similar  efforts  underway  in  other  departments  of  the  City  and 
County  of  San  Francisco. 

♦  With  the  passage  of  Propositions  C  and  D  in  November  1996,  Retirement  System  staff  commenced 
implementation  of  the  supplemental  cost  of  living  adjustment  provided  to  Plan  retirees  effective  July  1,  1997 
and  enhanced  Tier  2  benefits  for  Firefighters. 

For  the  Fiscal  Year  ended  June  30,  1997,  I  am  proud  to  report  that  the  rate  of  return  on  the  Trust  Fund  assets  totaled 
17.95  %  overall.  Investment  performance  was  far  in  excess  of  the  8.25  %  assumed  rate  of  return  which  provides  the 
basis  for  determining  the  long-term  funding  needs  of  the  plan.  Ongoing  improvement  in  the  Plan's  funded  position 
of  1 17.6%  can  be  attributed,  in  large  part,  to  the  strong  investment  results. 

Consistent  with  the  Mission  Statement  of  the  San  Francisco  Employees'  Retirement  System,  the  Retirement  Board 
and  staff  endeavor  to  discharge  their  respective  duties  with  prudence,  efficiency,  effectiveness  and  high  caliber 
service  orientation.  The  dedication  reflected  by  the  Board  and  staff  in  fulfilling  their  responsibilities  for  the  benefit 
of  Plan  members  and  beneficiaries  is  duly  acknowledged. 

With  best  wishes. 


Patricia  E.  Martel 

Retirement  Board  President 

February  1998 
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The  Retirement  Board 


T 


^he  Retirement  Board  is  responsible  for  the  administration,  management,  operation  and 
policies  of  the  Retirement  System.  The  Board  usually  meets  twice  each  month  and  reviews 
important  elements  of  Retirement  System  business,  including: 


Pension  Fund  Investment  Issues 

The  Board  monitors  investment  performance,  establishes  investment  strategy,  selects  and 
monitors  outside  investment  managers,  monitors  investment  alternatives,  establishes  and 
reviews  the  System's  social  investment  policies. 


Actuarial  Issues 

The  Board  reviews  plan  funding  annually  and  sets  actuarial  and  economic  assumptions  in 
order  to  establish  City  and  County  rates  of  contribution  to  the  Plan. 


Member  Issues 

The  Board  reviews  and  approves  member  retirement  benefits,  including  service  and 
disability  retirements,  and  claims  involving  special  circumstances  or  litigation.  Annually, 
the  Board  approves  cost  of  living  increases  for  retired  members  as  determined  by  the  City 
Charter. 


Administrative  Issues 

The  Board  establishes  the  Retirement  System's  administrative  budget  and  Investment 
Division  budget  as  authorized  by  the  City  Charter  and  the  California  Constitution  and 
Deferred  Compensation  Plan  budget  in  accordance  with  the  Administrative  Code.  The 
Board,  through  the  staff,  is  responsible  for  providing  services  to  members  in  a  cost-effective 
manner. 
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Members  of  the  Board 

(1996  -  1997) 


T?he,  Retirement  Board  consists  of  seven  members:  three  elected  by  the  active  and  retired 
membership  of  the  plan,  three  appointed  by  the  Mayor  in  accordance  with  the  provisions  of 
Charter  Section  12.100,  and  the  President  of  the  Board  of  Supervisors  or  his  or  her 
designee  from  among  the  members  of  the  Board  of  Supervisors.  Following  is  a  table  showing 
those  individuals  who  served  as  members  of  the  Retirement  Board  during  the  fiscal  year. 


1 

iS'         NAME           .  :  :    j 

PROEESSK»7DEfAHTM  ENT 

EXPIRATMM 

Elected  by  Members: 

Al  Casciato 

Police  Department 

February,  2000 

Joseph  D.  Driscoll,  C.F.A. 

Fire  Department 

February,  2001 

Herb  Meiberger,  C.F.A. 

Retirement  System 

February,  2002 

Appointed  by  Mayor: 

William  Breall,  M.D. 

Cardiologist 

February,  1999 

Leopold  Korins 

Investment  Executive 

February,  1998 

Patricia  E.  Martel 

Public  Administrator 

February,  1999 

Ex  Officio: 

Michael  J.  Yaki 

Board  of  Supervisors 

April,  1998 

Highlights  of  Board  Activities 
for  the  1996-1997  Fiscal  Year 

The  Retirement  Board  addressed  several  significant  issues  during  the  1996-1997  Fiscal  Year. 

GENERAL  ADMINISTRATIVE  HIGHLIGHTS 

The  Retirement  Board  approved  the  transfer  of  related  assets  of  Probation  Officers  and  Juvenile 
Counselor  past  service  credit  to  PERS  (CPERS)  and  directed  in  accordance  with  State  law  and 
amendments  to  the  SFERS  to  PERS  contract  on  September  24,  1996. 
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Propositions  C  and  D  were  passed  on  November  -  1996.  Proposition  C  created  a  supplemental 
Cost  of  Living  benefit  for  retirees  while  Proposition  D  provided  enhanced  benefits  for  Firefighter 
members  entering  the  plan  on  or  after  November  2,  1976. 

In  November  1996,  the  Retirement  Board  commenced  an  effort  to  assess  the  governance  practice 
and  structure  of  the  San  Francisco  Employees'  Retirement  System.  The  Board  contracted  with 
Cortex  Applied  Research  Inc.  of  Toronto,  Canada,  to  assist  in  this  endeavor. 

On  April  8,  1997,  the  Board  and  senior  staff  received  an  educational  presentation  on  the  principles 
of  governance  and  best  practices  identified  by  Cortex.  Specific  findings  regarding  SFERS 
governance  were  presented  and  the  Retirement  Board  committed  to  further  activities  to  enhance  the 
decision-making  processes  within  SFERS. 

The  Retirement  Board  adopted  a  new  policy  encouraging  the  use  of  Minority/Women  and  locally 
owned  business  by  SFERS  contractors  on  a  subcontracting,  joint  venture  or  supplier  basis  at  its 
May  21,  1997  meeting. 

In  February,  1997  Commissioner  Meiberger  was  re-elected  to  a  second  5-year  term. 

On  March  11,  1997,  the  Board  elected  Patricia  Martel,  President  and  Joseph  Driscoll,  Vice- 
President. 

INVESTMENTS 

In  January  1997,  the  Board  received  a  report  on  the  1996  proxy  votes  taken  in  accordance  with 
the  Board's  proxy  voting  guidelines.  Also  the  Board  adopted  guidelines  on  proxy  voting 
for  corporate  governance  and  social  policy  issues  for  the  1997  proxy  season 

In  March  1997,  the  Board  adopted  a  revised  Investment  Policy  Statement  including  policies, 
procedures,  individual  manager  guidelines,  investment  management  policy  and  listing  of  duties  of 
responsible  parties. 

Fixed  Income 

During  the  fiscal  year  the  Board  conducted  searches  utilizing  request  for  proposal  processes  for 
several  financial  services.  Following  are  the  categories  and  the  parties  selected: 

Searches  Firms  Selected 

Emerging  Market  Debt  Manager  Grantham,  Mayo,  Van  Otterloo 

Below  Investment  Grade  Commercial  Selection  in  1997-98 

Mortgage  Backed  Securities  Manager 

In  addition  to  the  above  searches,  investment  guidelines  were  modified  for  Brinson  Partners  (a 
global  fixed  income  manager)  to  permit  up  to  5%  investment  (of  their  portfolio  market  value)  in 
emerging  markets  debt.  Guidelines  for  AEW  and  Schroder  Mortgage,  the  System's  Commercial 
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Mortgage  managers  were  also  modified  to  permit  investment  in  commercial  mortgage  backed 
securities. 

Other  noteworthy  fixed  income  activities  include  an  expansion  of  the  corporate  bond  component 
of  the  portfolio  through  an  increased  allocation  to  Scudder,  Steven  and  Clark  of  $120  million  and 
an  increase  in  the  commercial  mortgage  allocation  of  $100  million.  These  re-allocations  were 
funded  through  a  reduction  in  the  funds  allocated  to  the  internal  fixed  income  account.   In 
addition,  a  new  "Mortgage  Backed  Securities  Dollar  Roll"  program  was  established  which 
generated  over  $2  million  in  revenues    The  securities  lending  program  was  also  enhanced  and  as  a 
result,  income  from  this  program  rose  to  over  $6  million. 

Equity 

Searches  Firms  Selected 

Enhanced  Large  Cap  Value  Paradigm  Asset  Management  Co. 

A  review  of  the  Strategic  Asset  Allocation  Plan  was  approved  which  increased  the  weighting  of 
international  holdings  of  large  and  small  capitalization  stocks  as  well  as  domestic  small  value 
stocks.  Funding  to  increase  the  international  equities  came  from  reducing  domestic  core  stocks  as 
well  as  large  growth  stocks. 

A  triennial  review  of  the  equity  program  was  completed  in  June  1997.   The  Board  approved  the 
following: 

1)  Increasing  index  management  of  domestic  equities 

2)  Conducting  a  search  for  external  management  of  the  S&P  500  Futures  portfolio 

3)  Conducting  a  test  to  determine  whether  in  house  modeling  and  complete  management  of 
the  S&P  500  Index  would  improve  performance 

4)  Assessment  of  whether  performance  based  fees  should  be  used  to  compensate  external 
managers 

5)  Conduct  a  study  concerning  the  use  of  index  management  for  international  equities 

Alternative  Investments 

The  Board  continued  its  commitment  of  assets  to  the  Alternative  Investment  area 
Following  is  a  listing  of  the  partnerships  that  were  entered  into  in  the  fiscal  year: 
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Partnership  Type 

TA/ Advent  VIII  Venture  Capital 

Battery  Ventures  IV,  LP.  Venture  Capital 

Apax  Germany  II,  LP  Venture  Capital 

Vestar  Capital  Partners  III,  L.P.  Asset-Based  Investments 

DLJ  Merchant  Banking  Partners  II,  LP.  Asset-Based  Investments 

ABRY  Broadcast  Partners  III,  LP  Asset-Based  Investments 

Castle  Harlan  Partners  III,  L.P.  Asset-Based  Investments 

TPG  Partners  II,  L.P.  Asset-Based  Investments 

Real  Estate 

For  1997,  the  System  allocated  $15  million  to  AMB  and  RREEF  to  invest  in  Value  Added  and 
Opportunistic  investment  opportunities    In  addition,  AMB,  RREEF  and  SSR  (formerly  Metric) 
were  given  the  authority  to  reinvest  proceeds  from  financing  or  property  dispositions.   The 
System  agreed  to  contribute  its  separate  account  assets  valued  at  approximately  135  million  and 
managed  by  AMB  to  a  proposed  Real  Estate  Investment  Trust.   SSR  had  its  authority  to  reinvest 
capital  rescinded  following  a  merger,  change  in  portfolio  managers  and  declining  performance. 

ACTUARIAL  HIGHLIGHTS 

Funded  Status:  The  funded  status  of  the  Retirement  System  again  improved  during  fiscal  year  96- 
97.  As  of  6/30/97: 

♦  the  funded  status  of  the  Plan  (that  is  the  ratio  of  assets  to  liabilities)  was  over  1 17.6% 

♦  the  market  value  of  assets  was  approximately  $8.7  billion  compared  to  liabilities  of 
approximately  $6.2  billion. 

The  continued  improvement  in  funding  during  FY  96-97  was  largely  due  to  Fund  investment 
returns  well  above  the  actuarial  assumption  of  8.25%  and  to  employee  wage  increases  below  the 
projected  level  of  4.5%. 

City  Contribution  Rates:  The  Retirement  Board  approved  new  City  contribution  rates  in 
December  1996,  based  on  the  6/30/96  valuation.  The  new  rates,  which  were  put  into  effect  in 
January  1997,  are: 


Police 

0% 

Fire 

0% 

Miscellaneous 

0% 

(Contributions  that  the  City  would  normally  make  are  being  offset  by  amortizing  the  current 
surplus  over  a  15 -year  period.) 
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Cost  of  Living  Adjustments:  The  Retirement  Board  approved  the  usual  2%  cost  of  living 
adjustments  for  most  retirees,  effective  July  1,  1997.   Cost  of  living  adjustments  for  other  retirees 
and  beneficiaries,  based  on  changes  in  salaries  of  the  active  workforce,  were  also  effective  July  1, 
1997. 
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Employees '  Retirement  System 


Tr/he  Employees'   Retirement  System  was  created  under  the  direction  of  the  Board  of 
Administration  in  1922.    The  current  Retirement  System  structure  was  established  in  the 
1932  Charter.    The  Retirement  System  and  its  staff  are  responsible  for  administering  two 
employee  benefit  programs  for  the  City  and  County  of  San  Francisco.  These  programs  include: 


Retirement  System  Pension  Plan 


Deferred  Compensation  Plan 


Each  of  these  programs  is  mandated  by  specific  Charter  sections,  and/or  Administrative  Code 
provisions. 


The  following  pages  outline  the  organizational  structure  of  the  Retirement  System  and  show  the 
major  functional  responsibilities  of  each  division  while  describing  key  events  and  statistics  for  the 
completed  fiscal  year. 
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San  Francisco  Retirement  System  Senior  Staff 
1996-1997 

Administrative  Division: 

Clare  M.  Murphy 
Executive  Director 

Kay  Gulbengay 
Executive  Assistant 


Investment  Division 


Retirement  Services  Division 


Carolyn  Hamilton,  CFA 
Chief  Investment  Officer 


Maria  Newport 
Administrator  Retirement  Services 


Gary  Hiatt,  CFA 

Portfolio  Manager 

Alternative  Investment /Real  Estate 


Actuarial  Division: 

Kieran  Murphy,  ASA 
Actuary 


Richard  Piket 
Portfolio  Manager  -  Fixed  Income 


Carl  Wilberg 
Portfolio  Manager  -  Equities 


Fiscal  Division: 

Les  Win 

Chief  Accountant 

Legal  Counsel: 

Dan  Maguire 
Deputy  City  Attorney 
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Administrative  Division 


T 


r/  he  Retirement  Board,  subject  to  the  provisions  of  the  Charter,  appoints  an  Executive  Director 
to  direct  and  manage  the  Retirement  System's  programs  and  operations. 


The  Administrative  Division  assists  the  Executive  Director  in  the  supervision  and  direction  of 
various  plans  and  programs  of  the  Retirement  System.  The  Division  executes  and  implements  the 
Retirement  Board  policies  and  directives. 


The  Board  also  appoints  an  Actuary  and  a  Consulting  Actuary,  both  of  whom  provide  actuarial 
expertise  to  the  Retirement  Board  in  the  development  and  implementation  of  plans,  programs  and 
reports  governing  the  benefit  structure  of  the  Retirement  System. 


The  Administrative  Division  performs  a  wide  range  of  services  for  the  Retirement  Board.  The 
Division  prepares  and  distributes  calendars  and  minutes  of  all  Board  meetings,  assists  the  Board  in 
the  conduct  of  its  meetings,  prepares  a  variety  of  reports  and  correspondence  pertaining  to  Board 
activities  and  makes  recommendations  and  proposals  to  the  Board  on  matters  which  affect  the 
administration  and  management  of  the  Retirement  System. 


The  Administrative  Division  monitors  the  City  and  County's  Deferred  Compensation  Program  and 
administers  hardship  withdrawal  applications. 

The  Administrative  Division  implements  and  administers  the  Hearing  Officer  process.  Hearing 
Officers,  under  contract  to  the  Retirement  System,  take  testimony  and  make  determinations  on  all 
applications  for  disability  retirement,  disability  leave  and  death  benefits.  Two  agencies,  the 
California  State  Office  of  Administrative  Hearings  and  the  American  Arbitration  Association,  select 
Hearing  Officers  to  conduct  the  various  hearings. 

The  following  pages  provide  statistical  information  regarding  the  Hearing  Officer  process  and  the 
Deferred  Compensation  Plan. 
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Hearing  Officer  Report 
FISCAL  YEAR   1996  -  1997 


CASES 

TOTAL 

NO.  OF 

HEARINGS 

TOTAL 

NO. 

GRANTED 

TOTAL 

NO. 
DENIED 

Industrial  Disability  Retirements 

29 

15 

15 

1  Ordinary  Disability  Retirements 

97 

88 

11 

Industrial  Disability  Determinations 

5 

0 

0 

Death  Benefits 

9 

3 

2 

Petitions  for  Rehearing 

0 

3 

15 

PERS 

11 

8 

2 

Reinstatements 

1 

2 

0 

TOTAL 

152* 

119 

45 

*  The  number  of  hearings  does  not  equal  number  of  decisions  because  many  decisions  are  held 
over  from  the  previous  year  due  to  the  time  required  in  the  preparation  of  cases  for  disability 
hearings. 

Hearing  Officer  Report  -  Four-Year  Comparison 


□  Hearings 
H  Granted 
O  Denied 
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Deferred  Compensation  Plan 


The  City  and  County  provides  a  Deferred  Compensation  Plan  for  its  employees  which  is  monitored 
by  the  Retirement  System's  Administrative  Division.  This  plan,  inaugurated  in  1979,  permits  City 
and  County  employees  to  defer  receipt  and  taxation  of  a  portion  of  their  regular  compensation  until 
they  retire. 


The  deferred  wages  are  invested  on  behalf  of  each  participant  by  the  Hartford  Life  Insurance 
Company,  Asset  Management  Services,  in  one  or  more  of  nineteen  investment  vehicles  as  directed 
by  the  participant.  Neither  the  deferred  wages  nor  investment  earnings  are  subject  to  current 
Federal  or  State  Income  taxes.  Taxes  become  payable  when  the  deferred  income  plus  earnings  are 
distributed,  normally  at  retirement  when  the  participant  will  normally  fall  into  a  lower  income  tax 
bracket. 


The  Deferred  Compensation  Program  is  a  voluntary  program.  During  the  1996-97  fiscal  year,  the 
Deferred  Compensation  Plan  assets  totaled  over  half  a  billion  dollars  with  60%  of  City  and  County 
employees  participating. 


The  following  page  contains  a  table  showing  the  number  of  participants,  the  different  available 
investment  options,  and  the  dollar  amounts  in  each  fund. 
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Deferred  Compensation  Participation:  Three  Year  Comparison 


FY  1996-97 

FY  1995-96 

FY  1994-95 

ACTUAL 

%  CHANGE   J 

ACTUAL 

%  CHANGE 

ACTUAL 

Number  of  Active  Participants 

14.139 

11.96 

12,629 

19.20% 

10,595 

INVESTMENT  OPTIONS 

General  (Savings) 

185,866,842 

10.12 

168,786,259 

5.08 

$160,624,151 

Stock  Fund 

64,721,360 

49.76 

43,217,951 

37.63 

31,402,198 

Bond 

5,792,177 

6.00 

5,464,196 

6.44 

5,133,431 

Advisers 

71,318,809 

32.28 

53,915,005 

24.43 

43,329,345 

Money  Market 

5,974,330 

93.21 

3,092,195 

-7.84 

3,355,159 

U.S.  Govt.  Money  Market  (5) 

0.00 

-100.00 

1,052,404 

12.09 

938,905 

Capital  Appreciation 

55,535,330 

35.38 

41,022,270 

39.52 

29.402,169 

Mortgage  Securities 

2,810,941 

9.40 

2,569,415 

0.18 

2,564,770 

Index  Fund 

13,236,478 

100.48 

6.602,343 

97.14 

3,349,054 

Responsibly  Invested 

5,470,735 

29.14 

4,236.310 

34.20 

3,156,711 

International  Opportunities 

17.631.195 

29.64 

13,599,646 

40.73 

9,663,523 

AMS/Amer.  Century:  20th  Cent.  Ultra  (1) 

27.795,274 

25.07 

22.224,182 

87.48 

11,854,141 

1     AMS/Amer.  Century:  20th  Cent.  Select  (2) 

4,223,346 

67.01 

2,528,735 

20.24 

2,103,101 

AMS/Amer.  Century:  Balanced  Fund  (3) 

1,866.052 

33.52 

1,397,621 

33.73 

1,045.121 

AMS/FA  Growth 

24,625,532 

92.59 

12,786,211 

169.64 

4,741,995 

AMS/FA  Advisor  Balanced  Fund  (4) 

2,022,304 

45.94 

1,385,741 

114.56 

645,844 

AMS/FA  Strategic  Opportunities 

1,035,237 

-16.87 

1,245,365 

176.35 

450,647 

AMS/FA  Overseas 

4,299,683 

70.18 

2,526,596 

63.24 

1,547,777 

Dividend  &  Growth 

8,076,725 

159.03 

3,118,058 

1,593.29 

184,142 

TO  T  A  L 

$502,302350 

2834 

$390,770,503 

23.86 

$315,492,184 

1   Retirees  Receiving  Benefits 

850 

2.91 

826 

4.56 

790 

1  Retiree  Assets 

$41,528,004 

4.57 

$39,714,096 

10.12 

$36,064,234 

(1)  As  of  January  1,  1997  /  formerly  AMS/20th  Century  Ultra 

(2)  As  of  January  1,  1997  /  formerly  AMS/20th  Century  Select 

(3)  As  of  January  1,  1997  /  formerly  AMS/20th  Century  Balanced 

(4)  As  of  January  2,  1997  /  formerly  AMS/Fidelity  Advisor  Income  &  Growth 

(5)  As  of  May  1,  1997  /  merged  with  Money  Market 
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Investment  Division 


T'/he  Retirement  System's  investment  strategies  and  the  composition  of  its  aggregate  portfolio 
have  changed  considerably  over  the  seventy  years  since  its  inception.  Its  goal,  however,  has 
essentially  remained  the  same:  to  maximize  long-term  rates  of  return  on  investments  within 
prudent  guidelines.  These  goals  continue  to  be  met,  as  evidenced  by  the  17.95%  return  on  the  trust 
fund  for  the  fiscal  year  ended  June  30,  1997.  The  market  value  of  all  of  the  investments  in  the 
fund  totaled  $8.7  billion. 


The  Investment  Division's  professional  staff  serves  as  a  resource  to  the  Retirement  Board  in  the 
development  of  investment  policies  and  practices  and  assists  in  the  performance  of  the  Board's 
fiduciary  responsibilities  to  the  pension  trust.  Staff  also  analyzes,  develops  and  recommends  asset 
allocation  mixes,  manages  investment  portfolios,  and  monitors  the  activities  and  performance  of 
external  investment  managers. 


At  the  end  of  the  fiscal  year,  approximately  one-third  of  the  pension  Fund's  assets  were  managed 
internally,  including  $1.6  billion  in  domestic  bonds  and  $1.3  billion  in  domestic  equities.  The 
balance  of  the  portfolio  was  managed  externally  by  managers  specializing  in  asset  classes  such  as 
global  fixed  income,  international  equities,  real  estate,  and  alternative  investments. 


Investment  Portfolio  Performance 


For  the  fiscal  year  ended  June  30,  1997,  the  rate  of  return  on  the  trust  fund  was  17.95%,  led  by 
robust  gains  in  domestic  equities  (+  26.72%)  and  alternative  investments  (+  30.89%).  The 
domestic  bond  portfolio  also  recorded  strong  returns  (+  20.83%.) 


Overseas,  gains  primarily   in   European   markets   resulted   in   international   equity   returns  of 
+  10.30%.    Although  non-US  fixed  income  was  adversely  impacted  by  a  rising  US  dollar,  the 
global  fixed  income  portfolios  increased  +8.81  %. 


The  fund's  twelve  month  return  of  was  substantially  above  the  projected  return  of  8.25%  used  to 
determine  plan  funding  needs. 
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Investment  Highlights  of  the  1996-1997  Fiscal  year 


Rising  corporate  profits  resulted  in  strong  gains  throughout  nearly  all  equity  sectors  of  the  capital 
markets  during  the  fiscal  year  ended  June  30,  1997.  Fixed  income  returns  lagged,  but  were  still 
positive  due  to  the  continuation  of  relatively  low  global  inflation.  The  Retirement  Fund's  total  return 
on  investments  was  17.95  %.* 

During  the  fiscal  year,  a  new  large  cap  U.S.  equity  manager  was  hired  to  increase  the  Fund's 
allocation  to  the  value  sector.  International  small  cap  and  emerging  market  equity  holdings  were  also 
increased.  Global  fixed  income  was  diversified  to  include  a  new  portfolio  of  emerging  market  debt 
instruments.  In  addition,  allocations  continued  to  increase  in  alternative  investments  including  buyout 
and  international  venture  capital  funds. 

The  following  chart  illustrates  percentages  of  Fund  assets  by  major  investment  categories  as  of  June 
30,  1997.  Nearly  two-thirds  percent  of  the  aggregate  portfolio  was  allocated  to  traditional  US 
securities  including  domestic  fixed  income  and  domestic  equities.  Global  fixed  income  comprised 
4%  of  the  Fund  with  international  equities  at  12%.  Real  estate  assets  were  7%  and  alternative 
investments  5  % . 

Asset  Allocation  as  of  June  30,  1997  -  Market  Value 


International  Equity 
12% 


Real  Estate 
7%        Cash 
7% 


Domestic  Equity /£•:•: 
36% 


Global   Fixed 
Income 
4% 


Domestic  Fixed 

Income 

29% 
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Portfolio  Investments  as  of  June  30,  1997 


CATEGORY 

BOOK  VALUE 

% 

MARKET 

% 

Cash  and  Cash  &  Equivalents 

$555,961,621 

7.60 

$  570,320,874 

6.59 

Domestic  Common  Stock 

Basic  Industries 

144,124,731 

1.97 

193,781,284 

2.24 

Capital  Goods  Industries 

138,154,032 

1.89 

237,972,668 

2.74 

Consumer  Durables 

202,916,115 

2.77 

303,412,301 

3.50 

Consumer  Non-durables  &  Services 

441,493,824 

6.03 

690,172,030 

7.97 

Energy 

151,722,209 

2.07 

201,096,862 

2.32 

Financial  Services 

255,520,810 

3.49 

419,769,634 

4.85 

Miscellaneous 

376,334,835 

5.14 

450,923,463 

5.21 

Technology 

279,921,422 

3.83 

439,667,162 

5.08 

Transportation 

40,940,456 

0.56 

52,131,332 

0.60 

Utilities 

108,235,902 

1.48 

141.562,690 

1.63 

Domestic  Equity  Other 

15,570,600 

0.21 

19,539,666 

0.23 

Foreign  Common  Stock 

776,913,072 

10.62 

996,169,100 

11.50 

TOTAL  EQUITIES 

2,931,848,008 

40.07% 

4,145,298,192 

/f*r  vncv 

Basic  Industries 

59,641,067 

0.82 

64,494,810 

0.74 

Capital  Goods  Industries 

12,587,817 

0.17 

13,013,356 

0.15 

Consumer  Durables 

4,230,390 

0.60 

4,733,168 

0.05 

Consumer  Non-Durables  &  Services 

119,191,545 

1.63 

127,749,467 

1.48 

Energy 

25,238,059 

0.34 

25,800,683 

0.30 

Financial  Services 

144,825,850 

1.98 

149,144,773 

1.72 

Foreign  Government  and  Corporate 

382,723,062 

5.23 

387,353,931 

4.47 

Real  Estate  Mortgages 

132,289,757 

1.81 

132,806,936 

1.53 

Miscellaneous 

281,849,727 

3.85 

291,614,362 

3.37 

Technology 

13,413,394 

0.18 

14,211,393 

0.16 

US  Government 

1,660,472,481 

22.70 

1,685,428,625 

19.46 

Utilities 

20,292,838 

0.28 

20,152,004 

0.23 

TOTAL  FIXED  INCOME 

lliilisiill 

1  916  ^R  Sft7 

33.68 

Real  Estate 

615,862,769 

8.42 

574,507,576 

6.63 

Venture  Capital  and  Partnerships 

355,755,630 

4.86 

453,582,589 

5.24 

TOTAL  OTHER  INVESTMENTS 

971,618,399 

13.28 

1,028,090,165 

11.87% 

GRAND  TOTAL 

7*316,14,016 

100.00 

8,660,212,738 

100.00% 
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Retirement  Services  Division 


T7he  Operations  Division  provides  a  range  of  services  to  members  and  their  beneficiaries. 
These  services  include  active  and  retired  member  counseling,  calculation  of  benefits,  and 
pension  payments.    The  Operations  Division  also  provides  post  retirement  benefits  such  as 
the  processing  of  members'  requests  for  verification  of  information,  documents  or  forms,  address, 
beneficiary  and  tax  withholding  changes.  The  following  units  comprise  the  Division: 

Member  Services  Unit: 

This  Unit  provides  information  and  counseling  to  new  employees  upon  becoming  eligible  for 
Retirement  System  membership.  In  addition,  all  personnel  transactions  such  as  promotions, 
transfers  and  terminations  are  processed  in  this  unit.  Current  members  are  provided  services 
regarding  rate  of  contribution,  address,  beneficiary  and  birthdate  changes.  Requests  for  verification 
of  information  are  processed  in  this  unit.  Members  considering  retirement  are  counseled  by  staff  in 
this  unit,  and  retirement  applications  are  processed  by  staff  at  the  time  of  the  counseling  session. 
This  unit's  staff  visits  homes  and  hospitals  for  member  counseling  and  retirement  sign-up  when 
illnesses  prohibit  visits  to  the  Retirement  System. 

Member  Accounts  and  Data  Base  Maintenance  Unit: 

This  Unit  performs  a  wide  range  of  services  such  as  initiating  and  maintaining  members'  retirement 
accounts,  maintaining  records  and  related  matters  and  closing  members'  accounts. 

Buy-back  Project  Unit: 

Calculation  of  buybacks  (prior  service,  redeposit,  shortage,  contributions  owed),  notification  to 
members  of  the  cost  of  buybacks,  processing  the  members'  election  to  purchase  and  follow-up  of 
members'  buyback  payment  schedules  are  processed  by  the  staff  in  this  unit.  In  addition  this  unit  is 
responsible  for  members'  annual  Benefit  Statements  and  the  posting  of  payroll  data  in  the  data  base 
system.   Updates  of  members'  data  in  the  computer  system  are  performed  by  this  unit's  staff. 

Benefits  Calculation  Unit: 

All  benefits  paid  on  account  of  a  member's  retirement,  death  or  termination  are  calculated  and 
processed  for  payment  in  this  unit.  The  staff  in  this  unit  also  adjust  benefits  due  to  cost  of  living, 
court  orders,  Internal  Revenue  Service  and  Franchise  Tax  Board  levies  and  Family  Support. 

Microfilm  and  Records  Unit: 

The  records  of  active  and  retired  members  are  maintained  by  this  unit  as  well  as  all  payroll  data  and 
documents  necessary  for  processing  benefits.  Records  are  microfilmed  and  copies  of  all 
microfilmed  records  are  kept  at  an  off- site  location. 
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Plan  Membership 


The  Retirement  System  administers  three  separate  sets  of  benefits  for  City  and  County  employees: 
the  Miscellaneous  Plan,  the  Police  Plan  and  the  Fire  Plan.    Each  of  the  plans  consists  of  two  tiers. 
Police  and  Miscellaneous  Tier  and  benefits  were  set  by  a  Charter  Amendment  passed  by  the 
electorate  in  1976;  Fire  Tier  2  benefits  are  set  by  a  Charter  Amendment  passed  in  November  1996. 

Employees  in  certain  job  classifications  of  the  City  and  County  of  San  Francisco  may  also  be 
eligible  for  membership  in  other  retirement  systems. 

In  1968,  deputized  personnel  of  the  Sheriffs  Department  were  authorized  to  transfer  to  the  State  of 
California  Public  Employees'  Retirement  System  (CALPERS).  Airport  Police  and  Institutional 
Police  personnel  were  authorized  to  transfer  to  CALPERS  in  1984  and  1985,  respectively.  District 
Attorney  Investigators  similarly  were  authorized  to  transfer  to  CALPERS  in  1986. 

In  1972,  school  teachers  were  authorized  to  transfer  to  the  State  Teachers  Retirement  System 
(STRS). 

On  September  1,  1990,  employees  who  were  Adult  and  Juvenile  Probation  Officers  on  that  date 
became  CALPERS  members  for  all  prospective  service  rendered  in  qualified  job  classes.  Past 
service  credit  was  transferred  for  most  members  in  September  1996. 

On  September  1,  1995,  Retirement  System  membership  rules  were  changed:  employees  who  had 
earned  not  less  than  1040  hours  of  compensation  during  any  12-month  period  became  eligible  for 
retirement  membership  on  the  first  day  of  the  pay  period  following  the  payperiod  in  which  the 
member  earn  1040  hours  of  compensation. 


Active  Membership 


As  of  June  30,  1997,  there  were  23,434  members  of  the  miscellaneous  plan,  1,996  members  of  the 
Police  plan,  and  1,465  members  of  the  Fire  plan.  Active  membership  increase  by  approximately 
1.3%  during  FY  96-97.  Please  refer  to  tables  on  page  27  for  membership  as  of  June  30,  1997,  and 
previous  fiscal  years. 

Miscellaneous  members  comprise  approximately  87%  of  the  total  membership.  Approximately 
13%  of  the  total  miscellaneous  members  are  employees  who  were  hired  before  November  2,  1976. 

Police  officers  and  firefighters  comprise  approximately  7.4%  and  5.5%  of  the  total  membership, 
respectively. 

Miscellaneous  Plan  members  are  members  of  the  Social  Security  System.  Social  Security 
coverage  was  first  made  available  to  City  and  County  employees  in  September,  1959.    Members 
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covered  under  Social  Security  may  elect  to  reduce  their  contributions  to  the  Retirement  System  by  a 
portion  of  the  amount  contributed  to  Social  Security  annually.  These  members  will  have  account 
shortages  and  will  have  reduced  pensions  on  retirement  if  the  shortages  are  not  paid  prior  to 
retirement. 

Benefits  of  active  employees  are  described  in  the  following  Charter  Section: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.509 

Miscellaneous  members  before  November  2,  1976 

8.584 

Miscellaneous  members  on  or  after  November  2,  1976 

8.559 

Police  members  before  November  2,  1976 

8.586 

Police  members  on  or  after  November  2,  1976 

8.585 

Fire  members  before  November  2,  1976 

8.588 

Fire  members  on  or  after  November  2,  1976 

Other  Charter  References: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.514 

Social  Security  Coverage  for  Miscellaneous  Employees 

8.508-1 

Teachers  in  STRS 

8.505 

Port  Employees  -  CALPERS 

8.506 

Sheriffs  Employees  -  CALPERS 

8.506-2 

Airport  Police  Officers,  Institutional  Police  Officers,  District  Attorney 
Investigators,  Probation  Officers  -  CALPERS 

8.506-3 

Housing  Authority  Police  -  CALPERS 
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Membership  as  of  June  30,  1997 


(Three  year  comparison) 


'CHARTER 
SECTION 

1  TIMBER OF  AGTtVE  MEMBERS 
EMPLOYEE     '•                  I!. :•:  =  :• 

TYP& 

AkOF::. 

4/36796 

AS  OF 

i&VSSBKVgSg 

8.509 

Miscellaneous  members  before 
November  2,  1976 

3,047 

3,276 

3,506 

8.584 

Miscellaneous  members  on  or  after 
November  2,  1976 

20,387 

19,785 

17,586 

8.559 

Police  members  before  November  2, 
1976 

415 

459 

483 

8.586 

Police  members  on  or  after 
November  2,  1976 

1,581 

1,551 

1,369 

8.585 

Firefighter  members  before 
November  2,  1976 

512 

536 

578 

8.588 

Firefighter  members  on  or  after 
November  2,  1976 

953 

935 

888 

26,895 

26,542 

lilllljil 

•  _  T  QTA  L  JEiFl  &  *:  &&  S 
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City  and  County  Rates  of  Contributions 


As  a  Percentage  of  Payroll 


COVERED  PERIOD 

POLICE 

FIRE 

MISC. 

1994-95  (1st  half) 

19.76% 

19.47% 

5.39% 

1994-95  (2nd  half) 

19.76% 

19.47% 

5.39% 

1995-96  (1st  half) 

14.79% 

12.44% 

4.98% 

1995-96  (2nd  half) 

12.69% 

10.58% 

4.29% 

1996-97  (1st  half) 

0% 

0% 

1.83% 

1996-97  (2nd  half) 

0% 

0% 

0% 

Note:  Rates  of  contribution  are  composite  rates  for  Old  and  New  groups. 


Employee  Contribution  Rates 


As  a  Percentage  of  Payroll 


GROUP 

RATE  OF  CONTRIBUTION 

Miscellaneous  (Old)* 

8.00% 

Miscellaneous  (New) 

7.50 

Police  (Old) 

7.00 

Police  (New) 

7.50 

Fire  (Old) 

7.00 

Fire  (New) 

7.50 

*Contributions  for  Old  Plan  Miscellaneous  Employees  (Charter  Section  8.509)  are  based  on  gross 
income.  Contributions  for  other  groups  are  based  on  gross  income  minus  overtime  compensation. 
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Member  Services  Unit 


The  following  table  summarizes  several  activities  of  the  Member  Services  Unit  during  fiscal  year 
1996  -  97: 


ACTIVITY 

TOTAL 

Retirement  Appointments 

1,114 

Retirement  Applications  Processed 

704 

Personnel  Transactions: 

3,085 

New  Members 

876 

New  Members  (1040  hours  membership  ordinance) 

1035 

Rehires 

79 

Promotions  /  Transfers 

943 

Fire  Recruits 

25 

Police  Recruits 

60 

Sheriff  Recruits 

67 

Visitors 

14,305 

Mail  Getters) 

14,335 

Home  Visits 

32 

Group  Presentations 

14 

Beneficiary  Changes 

813 

Rate  Changes 

225 

Refund  Packets 

343 

Verification  of  Pension  or  Benefit  Data 

320 

j  Other  (address,  name,  SSN  changes  +  w/h  Tax  changes) 

4,730 

... 

Retirement  appointments  increased  21.4%  in  fiscal  year  1996-97  when  compared  to  appointments 
in  1995-96,  from  918  in  1995-96  to  1 1 14  in  1996-97.  Retirement  applications  processed  increased 
26.6%,  from  556  in  1995-96  to  704  in  1996-97. 

Personnel  transactions  processed  decreased  44%  in  1996-97,  from  5,423  in  fiscal  year  1995-96  to 
3,085  in  1996-97,  mainly  due  to  the  decrease  in  the  processing  of  new  members  (1040  hours 
membership  ordinance.) 
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Promotions  and  transfers  accounted  for  30.6%  of  all  personnel  transactions  processed  in  fiscal  year 
1996-97. 

Thirty-two  (32)  retirement  counseling  sessions  were  held  in  hospitals  or  members'  homes  due  to  the 
members'  inability  to  visit  our  office. 

The  staff  made  14  group  presentations  for  membership  enrollment.  Generally,  new  members  in  job 
classes  such  as  fire  and  police  recruits,  transit  operators,  eligibility  workers  and  sheriff  recruits  are 
counseled  at  their  work  location. 

Pension  Benefits 

Fiscal  Year  1996-1997 

Several  tables  follow  which  show  the  distribution  of  benefits  by  retirement  type  (service,  ordinary 
disability,  industrial  disability  and  vesting),  and  type  of  recipient  (member,  beneficiary.) 


Number  of  New  Retirees 


INCtSTRIM,   'J  ORDINARY 

- . .     . 

y^^M^M 

SERVICE    | 

w&mmti 

©ISABtUTY 

::3PJSA»It!T¥i;;;i:;:; 

WTAli 

Miscellaneous 

340 

105 

N/A 

28 

473 

Fire 

30 

0 

4 

0 

34 

Police 

44 

4 

1 

1 

50 

- 

~m 

m\.  .  ■ .       $ 

m 

m 

The  total  number  of  new  retirees  in  fiscal  year  1996-1997  was  557,  approximately  12.3%  higher 
than  in  1995-96.  Out  of  the  total  number  of  new  retirees  in  1996-97,  74.3%  were  service  retirees. 

Miscellaneous  new  retirees  accounted  for  approximately  84.9%  of  the  total  number  of  new  retirees 
in  1996-97.  In  fiscal  year  1995-96  miscellaneous  new  retirees  were  86.5%  of  the  total  number  of 
new  retirees  in  that  year. 

Police  and  Fire  new  retirees  were  9.0%  and  6. 1  %,  respectively,  of  the  total  number  of  new  retirees 
in  1996-97.  In  1995-96,  Police  and  Fire  new  retirees  were  each  6.7%  and  6.9%  of  total  number  of 
new  retirees. 
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Service  Credit  at  Retirement 


Miscellaneous 


YEARS W 
SERVICE 

SI^VKIE 

VESTING 

amMmv  \ 

DISABILITY    ! 

TOTAL 

0-5 

15 

18 

0 

33 

6-10 

28 

44 

4 

76 

11-15 

60 

26 

6 

92 

16-20 

55 

14 

5 

74 

21-25 

70 

3 

6 

79 

26-30 

60 

0 

4 

64 

31-35 

42 

0 

2 

44 

36-40 

8 

0 

0 

8 

Over  40 

2 

0 

1 

3 

TOTAL 

:  m 

105 

28 

47.3 : 

r    PERCENT:       !                    '%$ 

22,2 

S# 

*0M 

Approximately  75  %  of  the  total  miscellaneous  retirees  (354)  are  credited  with  less  than  twenty-six 
(26)  years  of  service.  The  average  number  of  years  of  service  credited  to  miscellaneous  retirees  who 
retired  in  1996-97  was  eighteen  (18)  years.  Approximately  28%  (133)  of  the  total  miscellaneous 
retirees  retired  for  vesting  and  ordinary  disability  in  1996-97  compared  to  33%  (142)  of  the 
miscellaneous  retirees  who  retired  for  vesting  and  ordinary  disability  in  1995-96.  Vesting  retirement 
requires  a  minimum  of  5  years  of  service,  and  ordinary  disability  requires  a  minimum  of  10  years. 

Miscellaneous  retirees  who  retired  for  service  were  credited  with  an  average  of  2 1  years  of  service 
while  those  who  retired  for  ordinary  disability  were  credited  with  an  average  of  20  years. 
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Police  and  Fire 


Service  Credit  at  Retirement 


YEARS 

SFRVTCIk 

VESTi&G-  ■ 

disability 

®RBMAfty 

DISABILITY 

wtm 

0-5 

0 

0 

0 

0 

0 

6-10 

0 

0 

0 

0 

0 

11-15 

0 

1 

0 

1 

2 

16-20 

0 

0 

1 

0 

1 

21-25 

3 

3 

1 

0 

7 

26-30 

58 

0 

1 

0 

59 

31-35 

12 

0 

2 

0 

14 

36-40 

1 

0 

0 

0 

1 

Over  40 

0 

0 

0 

0 

0 

TOTAI* 

74 

,4. 

$ 

1 

;;;•:  ;|;;.;«4: 

Fercem  :              88  A  \               4,8 

m 1              ]  2  ■'■'■■■■■'  ■    i-ooa 

The  average  number  of  years  of  service  credited  to  Police  and  Fire  retirees  in  fiscal  year  1996-97 
and  1995-96  was  approximately  28  years. 

Approximately  40%  of  the  total  Police  and  Fire  retirees  were  credited  with  less  than  28  years;  60% 
were  credited  with  more  than  28  years. 

Police  and  Fire  retirees  who  retired  for  service  were  credited  with  an  average  of  28  years  of  service 
in  1996-97  while  those  who  retired  for  ordinary  disability  and  industrial  disability  were  credited 
with  an  average  of  22  years. 
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Miscellaneous  Employees 


Age  At  Retirement 


AGE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

24 

52 

20 

96 

20.3 

55-60 

112 

29 

8 

149 

31.5 

61-65 

145 

14 

0 

159 

33.6 

Over  65 

59 

10 

0 

69 

14.6 

Total 

340 

105 

28 

473 

100.0 

Police  and  Fire 


AGE 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

40 

4 

1 

1 

46 

54.7 

55-60 

31 

0 

4 

0 

35 

41.7 

61-65 

3 

0 

0 

0 

3 

3.6 

Over  65 

0 

0 

0 

0 

0 

0 

TOTAL 

74 

4 

5 

1 

84 

100.0 

The  average  age  of  miscellaneous  retirees  who  retired  in  1996-97  was  59  years;  for  safety  retirees 
the  average  age  was  54  years. 

Miscellaneous  retirees  who  retired  for  service  were  61  years  old  on  the  average;  safety  retirees  who 
retired  for  service  were  54  years  old  on  the  average. 
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Total  Retirement  Allowances 


Retired  Members  and  Survivors  (Three  year  comparison) 


[            C^TEGORV 

SERVICE 

prSABlLTTV*  \ 

DEATH  ESI 
LINE  or 

:;:;:,;:total  | 

©WV 

As  of  6/30/97 

Miscellaneous 

11,165 

1,646 

N/A 

12,811 

Fire 

779 

793 

59 

1,631 

Police 

1,010 

781 

59 

1,850 

TOTAL 

12,954 

3,220 

118 

16,292 

As  of  6/30/96 

Miscellaneous 

11,180 

1,642 

N/A 

12,822 

Fire 

775 

806 

59 

1,640 

Police 

983 

803 

62 

1,848 

TOTAL 

12,938 

3,251 

121 

16,310 

As  of  6/30/95 

Miscellaneous 

11,094 

1,586 

N/A 

12,680 

Fire 

766 

779 

58 

1,603 

Police 

973 

783 

66 

1,822 

TOTAL 

12,833 

3,148 

124 

16,105 

includes  Ordinary  (Miscellaneous,  Fire,  and  Police)  and  Industrial  (Fire  and  Police) 
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Monthly  Retirement  Benefits  Paid 


Three  year  Comparison: 


:::::::::::;:::::::::::::::::::::::::::::::::;::: 

SLKVICE 

INABILITY 

OF  DUTY     "  : 

total;^; 

As  of  6/30/97 

Miscellaneous 

$13,818,679 

$1,538,577 

0 

$15,357,256 

Fire 

2,126,441 

2,125,122 

122,107 

4,373,670 

Police 

2,816,950 

1,712,009 

127,955 

4,656,914 

TOTAL 

$18,762,070 

$5,375,708 

$250,062 

$24,387,840 

As  of  6/30/96 

Miscellaneous 

$13,332,273 

$1,466,525 

N/A 

$14,798,798 

Fire 

2,030,385 

2,044,607 

119,591 

4,194,583 

Police 

2,622,055 

1,691,878 

133,674 

4,447,607 

TOTAL 

$17,984,713 

$5,203,010 

$253,265 

$23,440,988 

As  of  6/30/95 

Miscellaneous 

$12,998,677 

$1,386,807 

N/A 

$14,385,484 

Fire 

1,992,035 

2,065,794 

120,790 

4,178,619 

Police 

2,595,945 

1,670,405 

136,034 

4,402,384 

TOTAL 

$17,586,657 

$5,123,006 

$256,824 

$22,966,487 

Approximately  63%  ($15,357,256)  out  of  the  total  monthly  retirement  benefits  paid  as  of  June  30, 
1997  ($24,387,840)  was  paid  to  miscellaneous  retirees  and  continuants. 

Monthly  retirement  benefits  paid  to  service  retirees  ($18,762,070)  represented  approximately  77% 
of  the  total  monthly  benefits.  Disability  benefits  were  approximately  22%  of  all  monthly  retirement 
benefits  as  of  June  30,  1997. 
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Death  Benefits  Paid 


Three  Year  Comparison: 


1996-1997 

1995-1996 

199*1995 

NUMBER  OF  DEATHS 

Active  Members 

54 

75 

72 

Retired  Members 

357 

589 

632 

Continuants 

163 

193 

200 

TVtAh 

574 

#57 

±<<<<<<<<<^<9Q4:: 

TYPE  OF  BENEFIT 

Due  to  Active  Member  Deaths 

Refund  of  Contributions 

99 

109 

108 

6  Months  Earnable  Salary 

99 

109 

109 

SUBTOTAL 

198 

218 

217 

Due  to  Retired  Member  Deaths 

Continuation 

217 

197 

225 

Option  1  (Refund  of  Member 

Accumulated  Contributions 

82 

65 

98 

$100/ Year  for  Each  Year  of 

419 

587 

594 

SUBTOTAL 

718 

849 

917 

TOTAL 

WMWm^M^ 

IM? 

um 

Industrial  Death  Allowances* 

0 

0 

2 

The  number  of  deaths  in  1996-97  decreased  by  approximately  33%  over  fiscal  year  1995-96. 

There  was  a  decrease  in  the  number  of  benefits  paid  due  to  the  death  of  active  members,  from  218 
in  1995-96  to  198  in  1996-1997. 

The  number  of  payments  processed  due  to  the  deaths  of  active  and  retired  members  was  916  in 
1996-97,  approximately  14%  lower  than  in  1995-96 

*Number  of  allowances  paid  to  eligible  dependents  of  Police  Officers  and  Firefighters  who  died  as  a  result  of  injury 
or    illness  incurred  in  the  performance  of  duty. 
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Three  Year  Comparison: 


Withdrawal  of  Contributions 


:;;;;         •              .1 

N£MB£ft    { 

P^OE^T 

AMmm  l 

PEKipesrr 

:x:x:::x::;:::::::::::::;::x:f 

\  \Kiivi: 
PRIOKVEAft 

..  ..- ;.. 

I 

l/KXLJK;   I  KjAK. 

:v:v:v:v:v:v::::::::::>:':::::'(: 

As  of  6/30/97 

Miscellaneous 

430 

$4,901,479 

Fire 

4 

228,867 

Police 

5 

315,666 

Adjustments 

77 

66,835 

Non-Member 

0 

0 

TOTAL 

As  of  6/30/96 

-x-x-x-x-x-x-:ci:/£x- 

■:•:■:•:■:•:■:•:■:•:•>■  x-xt  -s-x 

c  15-7:  VJ7 

-x-x-x-x-x:-x-xfi:-:r: 

■\ ::::■:•:■:■:■:■:■:■  JoiS>.:- 

•S-©u4t  -i> 

j&qp.lAyOHl 

Miscellaneous 

508 

$3,556,265 

Fire 

1 

14,615 

Police 

8 

291,105 

Adjustments 

18 

25,346 

Non-Member 

16 

15,149 

TOTAL 

.-$$$. 

M 

33rm4$0 

<253> 

As  of  6/30/95 

Miscellaneous 

448 

$4,840,289 

Fire 

3 

65,554 

Police 

9 

310,208 

Adjustments 

44 

29,222 

Non-Member 

-x-x*x-  x-x-x-x-x-x-x-x*x-x*x-x-x-x 

13 

12,753 

TOTAL 

517 

13.6 

$5,258,026 

S6S 

The  number  of  refunds  processed  in  fiscal  year  1996-97  was  approximately  6.4%  lower  than  the 
number  of  refunds  in  fiscal  year  1995-96  and  it's  almost  the  same  as  fiscal  year  1994-95. 
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Fiscal  Division 


TYhe  Fiscal  Division  is  responsible  for  providing  financial  information  to  management  for 
planning,  control,  and  decision  making  purposes.  Financial  reporting  includes  the 
preparation  of  the  Retirement  System's  financial  position  and  operating  results  in  accordance 
with  generally  accepted  accounting  principles  applicable  to  a  public  employee  retirement  system 
(PERS).  Financial  statements  and  required  supplemental  information  include: 


Net  Assets  held  in  trust  for  Pension  Benefits 

Statement  of  Changes  in  Plan  Net  Assets 

Actuarial  Report  and  Historical  Information 

Disclosures  as  required  by  Governmental  Accounting  Standards  Board  (GASB) 


The  Accounting  and  financial  reporting  functions  are  divided  into  several  major  activities  which 
include: 

Investments  accounting 

Accounting  for  member  and  employer  contributions 

Benefits  payment  accounting 

Accounting  for  employees'  deferred  compensation 

Systems  and  database  maintenance 

Budgeting  and  appropriation  control 

General  ledger  and  reports 


In  addition,  the  Fiscal  Division  provides  statistical  and  financial  data  for  actuarial  projections,  cash 
flow  projections,  and  calculation  of  required  city  contributions  to  ensure  that  the  employees' 
Retirement  System  is  adequately  funded  at  all  times. 

The  accompanying  audited  statements  of  net  assets  available  for  pension  benefits  as  of  June  30, 
1997,  and  1996  and  the  related  statements  of  changes  in  net  assets  held  in  trust  for  pension  benefits 
are  presented  to  provide  information  on  the  financial  status  of  the  pension  trust  fund. 
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San  Francisco  Retirement  System 


Annual  Report  Ending  June  30,  1997 


Pension  Fund 
Cash  Flow  Analysis 

1996-1997 


INCOME 

City  and  County  Contributions 

$9,512,680 

Employee  Contributions 

105,204,495 

Interest  Earned 

231,453,706 

Dividends  Earned 

56,492,047 

Real  Estate  Income 

32,918,050 

Other  Income 

25,696,119 

Securities  Lending  Income 

6,184,319 

Dollar  Roll  Income 

2,008,962 

Recaptured  Commission  Income 

865,537 

Miscellaneous  Income 

12,335 

Alternative  Investment  Income 

5,772,781 

Subtotal 

476,121,031 

DOMESTIC     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Short-Term  Securities 

$  100,494 

1  Gain  (Loss)  on  Sale  of  Stocks 

304,901,887 

1  Gain  (Loss)  on  Sale  of  Government  Bonds 

8,370,155 

Gain  (Loss)  on  Sale  of  Corporate  Bonds 

13,399,607 

Gain  (Loss)  on  Sale  of  Real  Estate 

727,718 

Gain  (Loss)  on  Sale  of  Venture  Capital 

69,541,270 

Subtotal 

$397,041,131 

INTERNATIONAL     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Stocks 

$  65,290,580 

Gain  (Loss)  on  Sale  of  Bonds 

11.418,799 

Gain  (Loss)  on  Sale  of  Currency  Conversion 

(1.989,873) 

Gain  (Loss)  on  Sale  of  Futures  Contracts 

3,229,971 

Subtotal 

$77,949,477 

TOT   A   L     WVQMF 

$95t  »&&?.: 

Increase/(Decrease)  From  Fiscal  Year  1995  -  96 

$  (84,774,791) 

San  Francisco  Retirement  Svstem 
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Pension  Fund 
Cash  Flow  Analysis  (Cont'd) 

1996-1997 


PAYMENTS 

Service  Retirement  Payments 

$222,173,652 

Withdrawals 

4,537,032 

Disability  Retirement  Payments 

64,512,177 

Death  Allowance  Payments 

3,020,841 

Death  Benefits  Paid  by  City  and  County 

1,875,373 

Normal  Contributions  Paid  as  Death  Benefit 

1,198,105 

Retired  Annuitant  Rolls  (Options  1  Death  Benefit) 

1,148,693 

Transfer  to  PERS 

14,892,648 

It   ©  *   A    L     PAYMENTS 

%-Mt  35&$2l 

Increase    Over    Fiscal    Year     1995-1996 

$  23,373,455 

San  Francisco  Retirement  System 
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CITY  AND  COUNTY  CONTRIBUTIONS 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1996-97 

1995-96 

1994-95 

Miscellaneous 

$  9,506,905 

$45,486,256 

$  49,023,598 

Fire 

$  5,252 

$  9,382,227 

$  15,564,875 

Police 

523 

$  14,243,136 

$  19,225,712 

TOTAL 

$  9,512,680 

$69,111,619 

$  83,814,185 

EMPLOYEE  CONTRIBUTIONS 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1996-97 

1995-96 

1994-95 

Miscellaneous 

$  90,535,587 

$  73,789,734 

$63,118,634 

Fire 

$6,098,100 

$  5,974,809 

$  5,857,934 

Police 

$  8,224,484 

$  7,716,257 

$7,191,308 

TOTAL 

$  105,204,495 

$  87,696,290 

$  76,346,758 

San  Francisco  Retirement  System 
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Annual  Report  Ending  June  30,  1997 


KPMG  Peat  Marwick  llp 


Three  Embarcadero  Center 
San  Francisco,  CA  94111 


Independent  Auditors'  Report 


Honorable  Mayor  and  Board  of  Supervisors 
City  and  County  of  San  Francisco: 

We  have  audited  the  accompanying  statements  of  plan  net  assets  of  the  San  Francisco  City  and 
County  Employees'  Retirement  System  (the  Retirement  System)  as  of  June  30,  1997  and  1996,  and 
the  related  statements  of  changes  in  plan  net  assets  for  the  years  then  ended.  These  financial 
statements  are  the  responsibility  of  the  Retirement  System's  management.  Our  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing 
the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for 
our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
information  regarding  the  Retirement  System's  net  assets  as  of  June  30,  1997  and  1996,  and  changes 
therein  for  the  years  then  ended  in  conformity  with  generally  accepted  accounting  principles. 

As  discussed  in  note  2  to  the  financial  statements,  the  Retirement  System  adopted  the  provisions  of 
Statement  Nos.  25  and  28  of  the  Governmental  Accounting  Standards  Board,  Financial  Reporting  for 
Defined  Benefit  Pension  Plans  and  Note  Disclosures  for  Defined  Contribution  Plans,  and  Accounting 
and  Financial  Reporting  for  Securities  Lending  Transactions,  respectively,  in  1997,  and  has  restated 
the  1996  financial  statements  to  reflect  retroactively  the  provisions  of  these  standards. 

The  Schedules  of  Funding  Progress  and  Employer  Contributions  on  pages  14  and  15  are  not  a 
required  part  of  the  basic  financial  statements  of  the  Retirement  System,  but  are  supplementary 
information  required  by  the  Governmental  Accounting  Standards  Board.  We  have  applied  certain 
limited  procedures,  which  consisted  principally  of  inquiries  of  management  regarding  the  methods  of 
measurement  and  presentation  of  the  supplementary  information.  However,  we  did  not  audit  this 
information  and  express  no  opinion  on  it. 


\j&??ij>  /£^L~~ ~i>  *x^ 


October  3,  1997 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Plan  Net  Assets 

June  30,  1997  and  1996 


Assets 

Cash 

Contributions  receivable: 
Members 
City  and  County  of  San  Francisco 

Investment  income  receivable: 
Interest 
Dividends 

Receivable  from  brokers 

Receivables  under  fixed  coupon  dollar  repurchase  agreements 

Investments  at  fair  value: 
Cash  equivalents 
Debt  securities 
Equity  securities 
Real  estate 
Venture  capital 
Forward  currency  contracts 

Total  investments 
Cash  received  as  securities  lending  collateral 

Total  assets 
Liabilities 
Payable  to  brokers 

Obligations  under  fixed  coupon  dollar  repurchase  agreements 
Other  liabilities 
Payable  to  borrowers  of  securities 

Total  liabilities 

Net  assets  held  in  trust  for  pension  benefits  (a  schedule  of 
funding  progress  is  presented  on  page  14) 


1997  1996 

(In  thousands) 

8,244 


4,101 

3,332 
2,549 

34,375 
9,186 

40,499 

7,443 

32,799 
684,928 

58,227 

1,252,152 

2,890,146 

4,137,637 

577,309 

451,995 

5,546 

948,874 
2,858,576 
3,039,389 

544,212 

331,335 

2.187 

9,314.785 

7,724,573 

1.442.532 

1,101.483 

11.530.950 

8.938.106 

56,815 

267,584 

1,359.615 

— 

5,092 

4,884 

1.442.532 

1.101.483 

2.864.054 

1.373.951 

8.666.896 

7.564.155 

See  accompanying  notes  to  financial  statements. 
San  Francisco  Retirement  Sxstem 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Changes  in  Plan  Net  Assets 

Years  ended  June  30,  1997  and  1996 


Additions: 

Members'  contributions: 
Miscellaneous 
Police 
Fire 


City  and  County  of  San  Francisco  contributions: 
Miscellaneous 
Police 
Fire 


Investment  income  (expenses): 
Interest 
Dividends 

Net  appreciation  in  fair  value  of  investments 
Securities  lending  income 

Fixed  coupon  dollar  repurchase  agreement  income 
Investment  expenses 

Securities  lending  borrower  rebates  and  expenses 
Fixed  coupon  dollar  repurchase  agreement  finance 
charges  and  expenses 

Investment  income,  net 

Total  additions 

Deductions: 
Benefits 

Transfer  to  CAL  PERS 
Refunds  of  contributions 
Administrative  expenses 

Total  deductions 

Net  increase 


1997           1996 
(In  thousands) 

90,882 
8,225 
6.098 

73,988 
7,733 
5.975 

105.205 

87.696 

9,507 

5 

45,487 
14,243 
9.382 

9,512 

69.112 

231,705 
56,492 
1,028,857 
64,991 
25,004 
(17,594) 
(58,807) 

259,466 
50,189 

674,242 
52,453 

(15,885) 
(49,287) 

(22,995) 



1,307.653 

971.178 

1.422.370 

1.127.986 

293,929 
14.893 
4,537 
6,270 

285,996 

3,989 

5.542 

319.629 

295.527 

Net  assets  held  in  trust  for  pension  benefits: 
Beginning  of  year,  as  restated 

End  of  year 


1,102,741 


7.564.155 
$    8.666.896 


832,459 


6.731.696 
7.564.155 


See  accompanying  notes  to  financial  statements. 
San  Francisco  Retirement  System 
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Actuarial  Summary 


T7  he  Retirement  System  pays  an  array  of  benefits  to  members  and  their  survivors  --  service 
retirement,  disability  retirement,  and  survivor  benefits,  in  addition  to  contribution  plus 
interest  refunds  to  members  who  withdraw  from  the  System.  These  benefits  are  funded 
from  a  combination  of  employee  contributions,  City  contributions  and  investment  returns  earned  on 
those  contributions. 

Each  year,  the  Retirement  System  conducts  an  actuarial  valuation  of  its  assets  and  liabilities  in  order 
to  assess  the  funded  status  of  the  System  and  to  determine  appropriate  levels  of  City  contributions  to 
the  Fund  for  the  next  fiscal  year.  The  latest  valuation  was  carried  out  by  the  actuarial  consulting 
firm  of  Towers  Perrin  based  on  June  30,  1996  data.  The  results  were  first  published  in  December 
1996. 

Assumptions  and  Method 

The  main  assumptions  used  to  measure  the  System's  liabilities  for  future  benefits  payments  were: 

Investment  Returns  8.25%  per  year 

Base  Wage  Increases  4.50%  per  year 

Merit  and  Promotion  1.3%,  approximately  (varies  by 

Wage  Increases  group  and  years  of  service) 

Retiree  Mortality  1983  Group  Annuity  Mortality  Table 

The  actuarial  funding  method  used  was  as  follows: 

♦  entry  age  normal  cost  method 

♦  unfunded  liability  due  to  benefit  increases  amortized  as  a  level  percentage  of  payroll  over  20 
years 

♦  unfunded  liability  due  to  actuarial  gains  and  losses,  assumption  changes  and  miscellaneous  items 
amortized  as  a  level  percentage  of  payroll  over  15  years 

The  assets  were  valued  using  a  5-year  phase-in  of  realized  and  unrealized  capital  gains  and  losses. 
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Key  Results 

Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 

Actuarial  Liability  $  5 , 8 1 3 ,  808 

Actuarial  Value  of  Assets  6.663.504 

Unfunded  Liability  (Surplus)  (849,696) 


Funded  Status 
(assets  *  liabilities) 


114.6% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in  FY  96-97  were  derived  as  follows: 


POLICE 

FIRE 

MISC. 

TOTAL 

Normal  Cost 

22.51% 

23.65% 

10.62% 

12.49% 

Unfunded  Liability  &  Other  Costs 

(20.88) 

(24.68) 

(2.06) 

(5.15) 

Employee  Contributions 

7.37 

7.30 

7.58 

7.54 

City  Contribution  Rate 

i 

(5.74) 

(8.33) 

0.98 

(0.20) 

San  Francisco  Retirement  System 
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Key  Results 

Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 

Actuarial  Liability  $5,813,808 

Actuarial  Value  of  Assets  6.663.504 

Unfunded  Liability  (Surplus)  (849,696) 


Funded  Status 
(assets  ■*■  liabilities) 


114.6% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in  FY  96-97  were  derived  as  follows: 


POLICE 

FIRE 

MISC. 

TOTAL 

Normal  Cost 

22.51% 

23.65% 

10.62% 

12.49% 

Unfunded  Liability  &  Other  Costs 

(20.88) 

(24.68) 

(2.06) 

(5.15) 

Employee  Contributions 

7.37 

7.30 

7.58 

7.54 

City  Contribution  Rate 

(5.74) 

(8.33) 

0.98 

(0.20) 

San  Francisco  Retirement  System 


48 


Annual  Report  Ending  June  30,  1997 


Additional  Details 

Based  on  the  method  and  assumptions  stated  on  the  previous  pages,  the  basic  findings  of  the  latest 
valuation  were: 


Actuarial  Valuation  Results 
As  of  June  30,  1996 


POLICE 

FIRE 

MISC. 

TOTAL 

#Actives 

2,010 

1,471 

23,061 

26,542 

Annual  Salary  (Mill.) 

$113.9 

$85.3 

$1,121.4 

$1,320.7 

Average  Salary 

$  56,689 

$  57,996 

$  48,627 

$  49,757 

#Retirees 

1,832 

1,622 

12,607 

16,061 

Annual  Benefit  (Mill.) 

$    53.7 

$    50.6 

$   187.2 

$  291.4 

Average  Benefit 

$  29,291 

$31,174 

$  14,845 

$  18,142 

Actuarial  Liability  (Mill.) 

$  1,171.6 

$   1,011.1 

$  3,631.2 

$  5,813.8 

Actuarial  Value  of  Assets  (Mill.) 

$  1,453.8 

$   1,256.7 

$  3,953.0 

$  6,663.5 

Unfunded  Liability  (Mill.) 

$  (282.2) 

$  (245.6) 

$(321.8) 

$  (849.7) 

Funded  Status 

124.1% 

124.3% 

108.9% 

114.6% 

Contributions  Rates: 

Normal  Cost 

22.51% 

23.65% 

10.62% 

12.49% 

+ Unfunded  Liability 

(21.33)% 

(25.13)% 

(2.51)% 

(5.60)% 

Total 

1.18% 

(1.48)% 

8.11% 

6.89% 

-Employee  Contribution 

7.37% 

7.30% 

7.58% 

7.54% 

+ Administrative  Expenses 

0.45% 

0.45% 

0.45% 

0.45% 

City  and  County  Rate 

(5.74)% 

(8.33)% 

0.98% 

(0.20)% 

San  Francisco  Retirement  System 
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Towers  Per r in 


Catherine  L.  Cole,  asa 

Principal 

333  Bush  Street,  Suite  1600 
San  Francisco,  CA  94104-2836 
415  773  3012 
Fax:  415  773-3071 


December  3,  1996 

Retirement  Board  of  the  San  Francisco 

City  and  County  Employee's 

Retirement  System 

1 155  Market  Street,  Second  Floor 

San  Francisco,  CA  94103 

Dear  Honorable  Members: 

Enclosed  is  the  actuarial  valuation  of  the  Retirement  System  as  of  July  1,  1996.  The 
report  contains  recommended  City  contribution  rates  for  the  fiscal  year  commencing 
July  1,  1997. 

This  report  is  based  on  information  provided  to  us  by  the  System's  staff  and  on  draft 
audited  financial  statements  of  the  System. 

This  valuation  has  been  conducted  in  accordance  with  generally  accepted  actuarial 
principles  anc  practices.  The  actuarial  assumptions  used  in  the  development  of  the 
recommended  contributions  level  have  been  selected  by  the  Retirement  Board,  with 
the  concurrence  of  Towers  Perrin,  to  be  individually  reasonable  (taking  into  account 
the  experience  of  the  plan  and  reasonable  expectations)  and  which,  in  combination, 
offer  the  actuary's  best  estimate  of  anticipated  experience  under  the  plan. 

We  look  forward  to  discussing  the  valuation  results  with  the  Board  on  December  10, 
1996. 


Sincerely, 


UCUfor^A, 


CLC:jd 
Enclosures 


S:\48382\96RET\WP\COLEC\P7003L01  WPD 
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MISSION  STA  TEMENT 

San  Francisco  City  and  County  Employees '  Retirement  System  is 

dedicated  to  securing,  protecting  and  prudently  investing  the  pension  trust 

assets,  administering  mandated  benefit  programs,  and  providing  promised  benefits. 


For  the  Year  Ended 
June  30,  1998 


VISION  STATEMENT 


Within  five  years  (2001),  the  San  Francisco  Employees  Retirement 
System  will: 


♦  ensure  that  all  beneficiaries  understand  their  benefits  and  have 
available  on-line  access  to  benefit  information 

♦  continue  to  be  creative,  disciplined,  focused,  responsive  and 
successful 

♦  continue  to  be  a  reliable,  innovative  resource  to  the  City,  the 
employees  and  retirees  on  benefit  issues 

♦  continue  to   be   well-funded  through   effective   and  prudent 
investment  of  contributions  and  plan  assets 

♦  provide  a  work  environment  where  the  employees  individually 
and  as  a  team  are  productive  and  appreciated 
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President's  Message 

PROVIDING  BENEFITS    •  ADMINISTERING  PROGRAMS    •  INVESTING  ASSETS 

Fiscal  year  1997-98  was  a  relatively  quiet  year  at  the  City  and  County  of  San  Francisco  Retirement  System. 
The  1,000  pieces  of  data  that  follow  on  the  next  40  pages  of  the  97-98  Annual  Report  will  show  slightly 
larger  numbers  in  almost  every  category.  Monthly  pension  payments  increased  by  8%.  There  are  700  plus 
new  members  and  SI. 2  billion  dollar  more  assets  to  invest  in  one  of  histories  more  volatile  financial  markets. 

Those  are  significant  increases  to  manage.  The  real  challenges  of  97-98  however  were  implementing  the 
changes  created  by  Charter  and  other  reforms  in  96-97  and  preparation  for  other  significant  changes  in  98-99. 
Some  of  the  new  aspects  here  at  SFERS  are  listed  below  and  detailed  later  in  the  report. 

■  Our  information  management  system  expanded  to  handle  benefit  payments,  electronic  fund  transfers 
and  a  web  site  at  www.ci.sf.ca.us 

■  Our  investments  have  returned  double  the  long-term  expected  rate  of  return  of  8.25%.  The  good 
fortune  of  the  last  16  years  led  us  to  work  even  harder  on  an  asset  allocation  plan  that  will  protect  our 
assets  yet  achieve  a  long-term  total  return  that  will  keep  the  City's  contributions  to  below  normal 
costs.  City  contributions  for  employees'  pension  again  were  zero  in  97-98. 

■  We  retained  two  new  fixed  income  managers,  three  equity  managers,  with  three  more  searches  still 
in  progress.  Within  existing  relationships,  we  have  pursued  prudent  yield  enhancement  strategies  to 
increase  the  System's  positive  cash  flow.  We  added  ten  new  relationships  in  the  very  rewarding, 
private  equity  areas  of  venture  capital  and  special  asset  based  investing. 

■  We  developed  a  Statement  of  Investment  Principles  and  Beliefs  (SIP&B)  following  the  examination 
of  investment  risks  and  processes  led  by  our  consultant  Cortex.  The  SIP&B  is  designed  to  improve 
our  decision  making  process  that  controls  the  investments  of  our  $9.8  billion  dollar  of  assets.  We 
initiated  the  same  type  of  examination  on  the  administrative  risks  of  the  System.  The  work  on 
improving  the  governance  of  this  trust  fund  has  only  started. 

■       In  all  benefit  categories,  the  number  of  contacts  with  our  beneficiaries  increased  over  previous  years. 
Meeting  the  demand  for  service  from  our  members  is  still  our  number  one  priority. 

As  measured  against  our  mission  statement,  we  have  managed  our  responsibilities  and  tasks  well.  Measured 
against  our  vision  statement,  we  know  we  have  much  to  do.  We  are  constantly  developing  systems, 
processes  and  new  relationships  to  accomplish  our  mission  not  only  this  year  but  in  the  next  generation, 
where  this  pension  fund  must  plan  for. 

The  "quiet"  of  97-98  masked  the  challenging  work  performed  by  our  staff  and  advisors.  It  is  their  diligence  and 
dedication  that  generates  our  successes  and  improvements.  It  is  to  the  people  working  here  at  SFERS,  trying  to 
serve  the  beneficiaries  and  the  City,  that  your  gratitude  should  be  expressed.  They  have  accomplished  much 
and  plan  to  do  much  more. 

Sincerely, 


Joseph  D.  Driscoll,  President,  Retirement  Board 
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The  Retirement  Board 


The  Retirement  Board  is  responsible  for  the  administration,  management,  operation  and  policies 
of  the  Retirement  System.  The  Board  usually  meets  twice  each  month  and  reviews  important 
elements  of  Retirement  System  business,  including: 


Pension  Fund  Investment  Issues 

The  Board  monitors  investment  performance,  establishes  investment  strategy,  selects  and 
monitors  outside  investment  managers,  monitors  investment  alternatives,  establishes  and 
reviews  the  System's  social  investment  policies. 


Actuarial  Issues 

The  Board  reviews  plan  funding  annually  and  sets  actuarial  and  economic  assumptions  in 
order  to  establish  City  and  County  rates  of  contribution  to  the  Plan. 


Member  Issues 

The  Board  reviews  and  approves  member  retirement  benefits,  including  service  and 
disability  retirements,  and  claims  involving  special  circumstances  or  litigation.  Annually, 
the  Board  approves  cost  of  living  increases  for  retired  members  as  determined  by  the  City 
Charter. 


Administrative  Issues 

The  Board  establishes  the  Retirement  System's  administrative  budget  and  Investment 
Division  budget  as  authorized  by  the  City  Charter  and  the  California  Constitution  and 
Deferred  Compensation  Plan  budget  in  accordance  with  the  Administrative  Code.  The 
Board,  through  the  staff,  is  responsible  for  providing  services  to  members  in  a  cost- 
effective  manner. 
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Members  of  the  Board 

(1997  -  1998) 


The  Retirement  Board  consists  of  seven  members:  three  elected  by  the  active  and  retired 
membership  of  the  plan,  three  appointed  by  the  Mayor  in  accordance  with  the  provisions  of 
Charter  Section  12.100,  and  the  President  of  the  Board  of  Supervisors  or  his  or  her  designee 
from  among  the  members  of  the  Board  of  Supervisors.  The  following  table  shows  those 
individuals  who  served  as  members  of  the  Retirement  Board  during  the  fiscal  year. 


NAME 

PROFESSION/DEPARTMENT 

TERM 
EXPIRATION 

Elected  by  Members: 

Al  Casciato 

Police  Department 

February,  2000 

Joseph  D.  Driscoll,  C.F.A. 

Fire  Department 

February,  2001 

Herb  Meiberger,  C.F.A. 

Retirement  System 

February,  2002 

Appointed  by  Mayor: 

William  Breall,  M.D. 

Cardiologist 

February,  1999 

Leopold  Korins 

Resigned  as  of  August  1997 

- 

Patricia  E.  Martel 

Public  Administrator 

February,  1999 

Ex  Officio: 

Michael  J.  Yaki 

Board  of  Supervisors 

April,  1998 

Highlights  of  Board  Activities 
for  the  1997-1998  Fiscal  Year 

The  Retirement  Board  addressed  several  significant  issues  during  the  1997-1998  Fiscal  Year. 

GENERAL  ADMINISTRATIVE  HIGHLIGHTS 

The  Retirement  Board  received  reports  in  July  and  August  1997  regarding  the  successful 
implementation  of  the  new  Benefit  Payments  system  for  payment  of  all  retiree  monthly 
allowances  and  the  storage  of  data  on-line  in  order  to  better  serve  the  retired  membership  of  the 
plan.  In  September  Electronic  Funds  Transfer  was  added  to  Benefit  Payments  capacities 
providing  greater  security  and  surety  of  delivery  of  retired  allowances. 
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The  Retirement  Board  created  the  Supplemental  Cost  of  Living  Reserve  as  provided  for  in 
Proposition  C,  November  1996  guaranteeing  the  payment  of  supplemental  cost  of  living  increases 
through  June  30,  2000.  Enhanced  benefits  were  made  to  all  eligible  retirees  and  survivors 
starting  November  30,  1997  including  the  additional  supplemental  cost  of  living  adjustments. 

The  Retirement  Board  and  staff  met  on  October  17,  1997,  to  continue  the  review  and  receive 
recommendations  from  Cortex  Applied  Research,  governance  consultant.  Cortex  reviewed  a 
matrix  of  rules  and  responsibilities  and  proposed  a  Statement  of  Investment  Principles  and 
Beliefs. 

On  a  quarterly  basis  the  Board  received  reports  on  the  progress  of  the  systems  Information 
Systems  activities.  Among  the  initiatives  taken  during  the  fiscal  are  the  upgrading  of  all 
Retirement  System  workstations  to  Windows  '95  and  Office  '97  software  and  the  establishment 
of  The  San  Francisco  Employees'  Retirement  System  home  page  on  the  City  and  County's 
website.  Interested  parties  can  view  the  homepage  at  www.ci.sf.ca.us.  The  Board  has 
carefully  tracked  the  SFERS  information  systems  for  Year  2000  compliance. 

The  Retirement  Board  monitored  the  transition  of  the  San  Francisco  Unified  School  District  to  its 
new  payroll  system  starting  January  of  1998.  As  of  the  close  of  the  fiscal  year,  no  classified  or 
certificated  payrolls  had  been  presented  in  proper  order  for  posting.  The  Board  expressed  its 
serious  concern  about  the  impact  of  this  delay  on  member  statements  and  closing  the  plan's 
books. 

On  July  8,  1997,  the  Board  selected  Towers  Perrin  to  serve  as  the  consulting  actuary  for  the 
1997-98  fiscal  year. 

DEFERRED  COMPENSATION  PLAN 

During  the  fiscal  year  1997-98  the  Retirement  Board  committed  a  significant  portion  of  their 
meetings  to  issues  relating  to  the  Deferred  Compensation  Plan.  Early  in  the  fiscal  year  the  Board 
approved  the  addition  of  several  new  investment  options  as  well  as  the  closure  of  certain  poor 
performing  investment  options  provided  by  The  Hartford,  plan  administrator. 

Commencing  in  January  the  Board  began  a  process  to  search  for  a  firm  to  serve  as  deferred 
compensation  plan  administrator.  Those  tasks  included: 

•  Approval  of  Request  for  Proposal  for  a  consultant  to  assist  in  the  search  and  contract 
negotiation 

•  Selection  of  Watson  Wyatt  to  serve  as  consultant 

•  Extensive   review   of  options    for   management   and   administration   of  the   deferred 
compensation  plan 

•  Selection  of  "bundled  approach" 

•  Authorization  of  Request  for  Proposal   for  single  vendor  to  provide  bundled  plan 
administration  services. 
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The  search  for  the  best  provider  of  Deferred  Compensation  Plan  administration  continues 
into  the  1998-99  fiscal  year. 

INVESTMENTS 

In  March  1998,  the  Board  received  a  report  on  the  1997  proxy  votes  taken  in  accordance  with 
the  Board's  proxy  voting  guidelines.  The  Board  adopted  guidelines  on  proxy  voting  for 
corporate  governance  and  social  policy  issues  for  the  1998  proxy  season. 

In  March  1998,  the  Board  commenced  a  review  of  the  Fund's  investment  in  tobacco  stocks. 
At  the  June  30,  1998  meeting  the  Board  directed  staff  to  divest  the  all  the  domestic  stock  held 
in  tobacco-manufacturing  companies. 

Throughout  the  fiscal  year  the  Board,  staff  and  consultants  reviewed  the  Long  Term  Asset 
Allocation  for  the  Fund.   On  May  26,  1998  the  Board  increased  the  target  allocation  from  9% 
to  12%  for  alternative  investments.   The  balance  of  the  long-term  asset  allocation  plan  was 
deferred  to  the  new  fiscal  year. 

In  addition  as  a  result  of  the  Board  adopted  policy  urging  best  efforts  on  the  part  of  staff  and 
investment  managers  to  engage  minority,  women  owned  and  local  businesses  in 
subcontracting,  joint  ventures  and  purchasing  opportunities.  The  Board  reviewed  quarterly 
reports  relating  to  the  direction  of  brokerage  and  subcontracting  to  minority,  women  owned 
and  local  businesses  (MBE,  WBE  and  LBE). 


Fixed  Income 

During  the  fiscal  year  the  Board  conducted  searches  utilizing  the  request  for  proposal  process 
for  several  financial  services.  Following  are  the  categories  and  the  parties  selected: 

Searches  Firms  Selected 

Below  Investment  Grade  Commercial  Fidelity  Management  Trust  Co. 

Mortgage  Backed  Securities  Managers  Equitable  Real  Estate/Hyperion  Capital 

Advisors 
High  Yield  Corporate  Bond  Manager  Selection  completed  in  1998-99 

Commercial  Mortgage  and  Commercial  Selection  completed  in  1998-99 

Mortgage-Backed  Securities  Manager 

Other  noteworthy  fixed  income  activities  include  the  securitization  of  commercial  mortgage 
loans  to  add  value  to  the  commercial  loan  portfolio. 
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Equity 

The  Board  reviewed  the  domestic  equity  portfolio  and  adopted  a  seven  step  plan  for  revising 
the  outside  manager  responsibilities  and  expanding  commitments  to  passive  strategies.   The 
following  domestic  equity  searches  resulted: 


Searches 


Firms  Selected 


Enhanced  S&P  500  Index  Manager 
Russell  1000  Value  Index  Manager 
Small  Cap  Value  Manager 


J. P.  Morgan  Investment  Management 
Barclays  Global  Investors 
Selection  scheduled  for  1998-9 


Alternative  Investments 

The  Board  continued  and  expanded  its  commitment  of  assets  to  the  Alternative  Investment 
area. 


Following  is  a  listing  of  the  limited  partnerships  that  were  approved  in  the  fiscal  year: 


Partnership 

Doughty  Hanson 

B  C.  European  Ventures. 

Thomas  H .  Lee 

OCM  Opportunities  Fund 

Summit  Ventures  V 

HarbourVest  International  Private  Equity 

SCF  III 

First  Reserve  Funds  VIII 

Sprout  Capital  VIII 

Polaris  Venture  Partners  II 

Lexington  Capital  Partners  II 

Fox  Paine  Capital  Fund 

Advanced  Technology  Ventures 

Technology  Partners  Fund  VI 

Knightsbridge  Integrated  Holdings  III 

TSG  Capital  Fund  III 

Weston  Presidio  Capital  III 

Apollo  Investment  Fund  IV 

Horsley  Bridge  European  Fund  I 

Morgenthaler  Venture  Partners  V 


Type 

Asset  Based  Investment 

Asset  Based  Investment 

Asset  Based  Investment 

Asset  Based  Investment 

Venture  Capital 

Asset  Based  Investment  III 

Hard  Asset  (oil  &  gas) 

Hard  Asset  (oil  &  gas) 

Venture  Capital 

Venture  Capital 

Asset  Based  Investment 

Asset  Based  Investments 

Venture  Capital 

Venture  Capital 

Venture  Capital 

Asset  Based  Investment 

Venture  Capital 

Asset  Based  Investment 

Asset  Based  Investment 

Venture  Capital 
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Real  Estate 

During  the  fiscal  year  the  Board  selected  Invesco  Realty  Advisors  for  a  multi-family  housing 
mandate.   The  Board  approved  new  manager  investment  plans  for  AMB,  REEFF  and  Invesco. 

After  extensive  review  the  Board  took  a  significant  decision  to  contribute  the  assets  of  the 
AMB  real  estate  portfolio  to  AMB  Property  Corp,  a  real  estate  investment  trust  created  in  the 
fall  of  1997.   This  decision  was  taken  to  realize  an  opportunity  to  enhance  the  value  of  these 
investments  to  the  fund.   Future  reporting  on  this  asset  will  be  found  under  the  Equity 
portfolio. 

Finally  the  Board  voted  to  request  the  redemption  of  the  plan's  holdings  in  the  L&B  Core 
Group  Trust. 

ACTUARIAL  HIGHLIGHTS 

Funded  Status:  The  funded  status  of  the  Retirement  System  again  improved  during  fiscal  year 
97-98.   As  of  6/30/98: 

♦  the  funded  status  of  the  Plan  (that  is  the  ratio  of  assets  to  liabilities)  was  over  1 17.6% 

♦  the  market  value  of  assets  was  approximately  $8.7  billion  compared  to  liabilities  of 
approximately  $6.2  billion. 

The  continued  improvement  in  funding  during  the  fiscal  year  was  largely  due  to  Fund 
investment  returns  well  above  the  actuarial  assumption  of  8.25%  and  to  employee  wage 
increases  below  the  projected  level  of  4.5%. 

City  Contribution  Rates:  The  Retirement  Board  approved  City  contribution  rates  in  December 
1997,  based  on  the  6/30/97  valuation.  The  new  rates,  which  were  put  into  effect  in  July  1997, 
are: 


Police 

0% 

Fire 

0% 

Miscellaneous 

0% 

(Contributions  that  the  City  would  normally  make  are  being  offset  by  amortizing  the  current 
surplus  over  a  15-year  period.) 

Cost  of  Living  Adjustments:   The  Retirement  Board  approved  the  usual  2%  cost  of  living 
adjustments  for  most  retirees,  effective  July  1,  1997.   Cost  of  living  adjustments  for  other 
retirees  and  beneficiaries  based  on  changes  in  salaries  of  the  active  workforce,  were  paid 
effective  July  1,  1997. 
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Employees '  Retirement  System 


The  Employees'  Retirement  System  was  created  under  the  direction  of  the  Board  of 
Administration  in  1922.  The  current  Retirement  System  structure  was  established  in  the  1932 
Charter.  The  Retirement  System  and  its  staff  are  responsible  for  administering  two  employee 
benefit  programs  for  the  City  and  County  of  San  Francisco.  These  programs  include: 


>    Retirement  System  Pension  Plan 


>    Deferred  Compensation  Plan 


Each  of  these  programs  is  mandated  by  specific  Charter  sections,  and/or  Administrative  Code 
provisions. 


The  following  pages  outline  the  organizational  structure  of  the  Retirement  System  and  show  the 
major  functional  responsibilities  of  each  division  while  describing  key  events  and  statistics  for  the 
completed  fiscal  year. 
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San  Francisco  Retirement  System  Senior  Staff 
1997-1998 

Administrative  Division: 

Clare  M.  Murphy 
Executive  Director 

Kay  Gulbengay 
Executive  Assistant 


Investment  Division 


Retirement  Services  Division 


Carolyn  Hamilton,  CFA 
Chief  Investment  Officer 


Maria  Newport 
Administrator  Retirement  Services 


Glen  Schwartz 

Senior  Investment  Officer 

Alternative  Investment /Real  Estate 


Actuarial  Division: 

Kieran  Murphy,  ASA 
Actuary 


Richard  Piket 
Senior  Investment  Officer  -  Fixed  Income 


Carl  Wilberg 
Senior  Investment  Officer  -  Equities 


Fiscal  Division: 

Les  Win 
Chief  Accountant 

Legal  Counsel: 

Dan  Maguire 
Deputy  City  Attorney 
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Administrative  Division 


The  Retirement  Board,  subject  to  the  provisions  of  the  Charter,  appoints  an  Executive  Director  to 
direct  and  manage  the  Retirement  System's  programs  and  operations. 


The  Administrative  Division  assists  the  Executive  Director  in  the  supervision  and  direction  of 
various  plans  and  programs  of  the  Retirement  System.  The  Division  executes  and  implements 
the  Retirement  Board's  policies  and  directives. 


The  Board  also  appoints  an  Actuary  and  a  Consulting  Actuary,  both  of  whom  provide  actuarial 
expertise  to  the  Retirement  Board  in  the  development  and  implementation  of  plans,  programs  and 
reports  governing  the  benefit  structure  of  the  Retirement  System. 


The  Administrative  Division  performs  a  wide  range  of  services  for  the  Retirement  Board.  The 
Division  prepares  and  distributes  calendars  and  minutes  of  all  Board  meetings,  assists  the  Board 
in  the  conduct  of  its  meetings,  prepares  a  variety  of  reports  and  correspondence  pertaining  to 
Board  activities  and  makes  recommendations  and  proposals  to  the  Board  on  matters  which  affect 
the  administration  and  management  of  the  Retirement  System. 


The  Administrative  Division  oversees  and  monitors  the  City  and  County's  Deferred 
Compensation  Plan  and  administers  hardship  withdrawal  applications. 

The  Administrative  Division  implements  and  administers  the  hearing  officer  process.  Hearing 
Officers,  under  contract  to  the  Retirement  System,  take  testimony  and  make  determinations  on  all 
applications  for  disability  retirement,  disability  leave  and  death  benefits.  Two  agencies,  the 
California  State  Office  of  Administrative  Hearings  and  the  American  Arbitration  Association, 
select  Hearing  Officers  to  conduct  the  various  hearings. 

The  following  pages  provide  statistical  information  regarding  the  Hearing  Officer  process  and  the 
Deferred  Compensation  Plan. 
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Hearing  Officer  Report 
FISCAL  YEAR   1997  -  1998 


CASES 

TOTAL 

NO.  OF 

HEARINGS 

TOTAL 

NO. 

GRANTED 

TOTAL 

NO. 
DENIED 

Industrial  Disability  Retirements 

54 

33 

5 

Ordinary  Disability  Retirements 

97 

75 

10 

Industrial  Disability  Determinations 

4 

1 

0 

Death  Benefits 

7 

0 

1 

Petitions  for  Rehearing 

1 

2 

6 

PERS 

7 

8 

0 

Reinstatements 

2 

1 

0 

TOTAL 

172* 

120 

22 

*  The  number  of  hearings  does  not  equal  number  of  decisions  because  many  decisions  are  held 
over  from  the  previous  year  due  to  the  time  required  in  the  preparation  of  cases  for  disability 
hearings. 

Hearing  Officer  Report  -  Four-Year  Comparison 


180-, 

160- 

/ 

140- 

120- 
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100- 
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40- 
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□  Hearings 
■  Granted 

□  Denied 
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Deferred  Compensation  Plan 


The  City  and  County  provides  a  Deferred  Compensation  Plan  for  its  employees  which  is 
monitored  by  the  Retirement  System's  Administrative  Division.  This  plan,  inaugurated  in  1979, 
permits  City  and  County  employees  to  defer  receipt  and  taxation  of  a  portion  of  their  regular 
compensation  until  they  retire. 


The  deferred  wages  are  invested  on  behalf  of  each  participant  by  the  Hartford  Life  Insurance 
Company's,  Asset  Management  Services,  in  one  or  more  of  nineteen  investment  vehicles  as 
directed  by  the  participant.   Neither  the  deferred  wages  nor  investment  earnings  are  subject  to 
current  Federal  or  State  income  taxes.  Taxes  become  payable  when  the  deferred  income  plus 
earnings  are  distributed,  normally  at  retirement  when  the  participant  will  typically  fall  into  a 
lower  income  tax  bracket. 


The  Retirement  Board  entered  into  a  contract  in  1994  with  the  current  Plan  Administrator, 
Hartford  Life  Insurance  Company,  and  Asset  Management  Services.  The  terms  of  the  contract 
were  for  a  three-year  period  with  two  one-year  extensions. 

The  Board  exercised  its  option  to  extend  the  current  term  to  December  31,  1998. 

The  Retirement  Board  began  the  process  and  preparation  for  Request  for  Proposal  for  Plan 
Administrator  of  the  San  Francisco  City  &  County  Deferred  Compensation  Plan. 

The  following  page  contains  a  table  showing  the  number  of  participants,  the  different  available 
investment  options,  and  the  dollar  amounts  in  each  fund. 
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Deferred  Compensation  Participation:  Three- Year  Comparison 


Number  of  Active  Participants 

INVESTMENT  OPTIONS 

General  (Savings) 

Stock  HLS  Fund,  Inc.  (lc) 

Bond  HLS  Fund,  Inc.  (lg) 

Advisers  HLS  Fund,  Inc.  (If) 

Money  Market  HLS  Fund,  Inc.  (li) 

US  Govt.  Money  Market 

Cap.  Apprec.  HLS  Fund,  Inc.  (lb) 

Mortgage  Sec.  HLS  Fund,  Inc.  (lh) 

Index  HLS  Fund,  Inc.  (Id) 

Calvert  Social  Balanced  (3) 

Intl.  Opp  HLS  Fund,  Inc.  (la) 

AMS/Amer.  Cent.  20*  Cent.  Ultra 

AMS/Amer.  Cent.  20*  Cent.  Select 

AMS/Amer.  Cent.  20*  Cent.  Bal.  Fund 

AMS/FA  Growth 

AMS/FA  Advisor  Balanced  Fund 

AMS/FA  STR.  OPP 

AMS/FA  Overseas 

Dividend  &  Growth  HLS  Fund.Inc.  (le) 

Scudder  Growth  &  Income  * 

Janus  Twenty  * 

Janus  Worldwide  * 

Putnam  Vista  * 

Putnam  High  Yield  Advantage  * 

Putnam  Intl.  New  Opportunities  * 

American  Century  Income  &  Growth  * 

American  Century  Value  * 

Skyline  Small  Cap  Value  Plus  (2)  * 

Fidelity  Advisor  Growth  &  Income  * 

TOTAL 

Retirees  Receiving  Benefits 
Retiree  Assets 


FY  1997-98 

FY  1996-97 

FY  1995-96 

ACTUAL 

%  CHANGE 

ACTUAL 

%CHANGE 

ACTUAL 

15,947 

12.79% 

14,139 

11.96% 

12,629 

$188,235,969 

1.27% 

$185,866,842 

10.12% 

$168,786,259 

91,301,047 

41.07% 

64,721,360 

49.76% 

43,217,951 

6,943,245 

19.87% 

5,792,177 

6.00% 

5,464,196 

92,741,451 

30.04% 

71,318,809 

32.28% 

53,915,005 

5,331,250 

-10.76% 

5,974,330 

93.21% 

3,092,195 

0 

0.00% 

0 

-100.00% 

1,052,404 

68,715,336 

23.73% 

55,535330 

35.38% 

41,022,270 

2,684,496 

-4.50% 

2,810,941 

9.40% 

2,569,415 

24,199,749 

82.83% 

13,236,478 

100.48% 

6,602,343 

7,014,117 

28.21% 

5,470,735 

29.14% 

4,236,310 

13,319,792 

-24.45% 

17,631,195 

29.64% 

13,499,626 

40,397,080 

45.34% 

27,795,274 

25.07% 

22,224,182 

5,120,716 

21.25% 

4,223,346 

67.01% 

2,528,735 

1,887,308 

1.14% 

1,866,052 

33.52% 

1,397,621 

35,487,559 

44.11% 

24,625,532 

92.59% 

12,786,211 

2,753,468 

36.15% 

2,022,304 

45.94% 

1,385,741 

1,364,565 

31.81% 

1,035,237 

-16.87% 

1,245,365 

2,849,040 

-33.74% 

4,299,683 

70.18% 

2,526,596 

12,883,952 

59.52% 

8,076,725 

159.03% 

3,118,058 

2,827,034 

9,123,707 

10,438,404 

704,525 

1,781,138 

410,625 

7,358,660 

1,366,595 

1,624,286 

796,307 

$639,661,421 

27.35% 

$502,302,350 

28.54% 

$390,770,503 

933 

9.76% 

850 

2.91% 

826 

$42,594,949 

2.57% 

$41,528,004 

4.57% 

$39,714,096 

(la)  As  of  May  1,  1998  Formerly  International  Opportunities  Fund 

(lb)  As  of  May  1,  1998  Formerly  Capital  Appreciation  Fund 

(lc)  As  of  May  1,  1998  Formerly  Stock  Fund 

(Id)  As  of  May  1,  1998  Formerly  Index  Fund 

(le)  As  of  May  1,  1998  Formerly  Dividend  and  Growth  Fund 

(If)  As  of  May  1,  1998  Formerly  Advisers  Fund 

(lg)  As  of  May  1,  1998  Formerly  Bond  Fund 

(lh)  As  of  May  1,  1998  Formerly  Mortgage  Securities  Fund 

(li)  As  of  May  1,  1998  Formerly  Money  Market  Fund 

(2)  As  of  April  28,  1998  Formerly  Skyline  Special  Equities  II 

(3)  As  of  January  1,  1998  Formerly  Calvert  Responsibly  Invested  Balanced 
(*)  Ten  new  investment  options  were  introduced  on  September  30,  1997 
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Investment  Division 


The  Retirement  System's  investment  strategies  and  the  composition  of  its  aggregate  portfolio 
have  changed  considerably  over  the  seventy  years  since  its  inception.  Its  goal,  however,  has 
essentially  remained  the  same:  to  maximize  long-term  rates  of  return  on  investments  within 
prudent  guidelines.  These  goals  continue  to  be  met,  as  evidenced  by  the  16.5%  return  on  the 
trust  fund  for  the  fiscal  year  ended  June  30,  1998.  The  market  value  of  all  of  the  investments  in 
the  fund  totaled  $  9.8  billion. 


The  Investment  Division's  professional  staff  serves  as  a  resource  to  the  Retirement  Board  in  the 
development  of  investment  policies  and  practices  and  assists  in  the  performance  of  the  Board's 
fiduciary  responsibilities  to  the  pension  trust.  Staff  also  analyzes,  develops  and  recommends 
asset  allocation  mixes,  manages  investment  portfolios,  and  monitors  the  activities  and 
performance  of  external  investment  managers. 


At  the  end  of  the  fiscal  year,  approximately  25%  of  the  pension  Fund's  assets  were  managed 
internally,  including  $1.2  billion  in  domestic  bonds  and  $1.2  billion  in  domestic  equities.  The 
balance  of  the  portfolio  was  managed  externally  by  investment  firms  specializing  in  asset  classes 
such  as  global  fixed  income,  international  equities,  real  estate,  and  alternative  investments. 


Investment  Portfolio  Performance 


For  the  fiscal  year  ended  June  30,  1998,  the  rate  of  return  on  the  trust  fund  was  16.5%,  led  by 
robust  gains  in  domestic  equities  (+26.3%)  and  alternative  investments  (+36.4%).  The  domestic 
bond  portfolio  also  recorded  strong  returns  (  +  11.9%.) 


Overseas,  gains  were  small  due  to  economic  problems  primarily  in  Asia.  International  equity 
returns  were  only  1.3%.  Although  non-US  fixed  income  was  adversely  impacted  by  emerging 
market  declines,  the  total  global  fixed  income  portfolios  returned  3.4%. 


The  fund's  twelve  month  return  of  was  substantially  above  the  projected  return  of  8.25%  used  to 
determine  plan- funding  needs. 
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Investment  Highlights  of  the  1997-1998  Fiscal  year 


During  the  fiscal  year  ended  June  30,  1998,  rising  profits  for  U.S.  corporations  resulted  in 
substantially  higher  prices,  while  weak  currencies  in  Asia  caused  turmoil  in  international  equity 
markets.  The  Retirement  Fund's  total  return  on  investments  was  16.5%.  Low  inflation  and 
accommodative  monetary  policies  led  to  solid  fixed  income  returns. 

During  the  fiscal  year,  a  new  U.S.  equity  manager  was  hired  to  manage  the  Fund's  allocation  to 
large  cap  value  stocks.  In  domestic  fixed  income,  two  new  mortgage  security  managers  were 
hired.  In  addition,  Investments  continued  to  increase  the  Fund's  weighting  in  alternative  assets 
such  as  venture  capital  partnerships. 

The  following  chart  illustrates  allocation  of  Fund  assets  by  major  investment  categories  as  of  June 
30,  1998.      Nearly  two-thirds  of  the  Fund's  assets  are  invested  in  domestic  stocks  and  bonds. 
Global  fixed  income  comprised  6%  of  the  Fund  with  international  equities  at  15%.    Real  estate 
assets  were  5%  and  alternative  investments  6%. 

Asset  Allocation  as  of  June  30,  1998  -  Market  Value 


Alternative 
International  Equity  Investments        Rea|  £state 

15%  6%  5%         Cash 

!% 


Domestic  Equity 
38% 


Domestic  Fixed 

Global  Fixed  Income 

Income  22% 

6% 
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Portfolio  Investments  as  of  June  30,  1998 


CATEGORY 

COST 

% 

MARKET 

% 

Cash  and  Cash  &  Equivalents 

$767,852,232 

9.4% 

$815,889,634 

8.3% 

EQUITIES 

Basic  Industries 

165,205,046 

2.0% 

211,473,422 

2.1% 

Capital  Goods  Industries 

148,581,846 

1.8% 

221,771,039 

2.3% 

Consumer  Durables 

54,135,304 

0.7% 

85,837,805 

0.9% 

Consumer  Non-durables  &  Services 

436,811,503 

5.4% 

766,851,276 

7.8% 

Energy 

200,189,749 

2.5% 

256,337,323 

2.6% 

Financial  Services 

459,926,825 

5.6% 

706,707,199 

7.2% 

Miscellaneous 

553,765,963 

6.8% 

828,169,824 

8.4% 

Technology 

181,790,141 

2.2% 

326,995,115 

3.3% 

Utilities 

185,302,296 

2.3% 

268,318,081 

2.7% 

Foreign  Stock 

1,279,406,985 

15.7% 

1,444,571,795 

14.7% 

TOTAL  EQUITIES 

3,665,115,657 

44.1% 

5,117,032,878 

52.0% 

FIXED  INCOME 

Basic  Industries 

32,378,838 

0.4% 

34,072,268 

0.3% 

Capital  Goods  Industries 

9,079,399 

0.1% 

9,668,356 

0.1% 

Consumer  Durables 

15,075,438 

0.2% 

15,996,443 

0.2% 

Consumer  Non-Durables  &  Srvcs. 

110,934,218 

1.4% 

114,506,237 

1.2% 

Energy 

11,903,259 

0.1% 

12,500,410 

0.1% 

Financial  Services 

259,648,452 

3.2% 

265,682,201 

2.7% 

Mortgage-backed  Securities 

511,838,616 

6.3% 

516,680,264 

5.3% 

Technology 

5,79,685 

0.1% 

6,179,454 

0.1% 

US  Government 

1,159,798,162 

14.2% 

1,184,054,579 

12.0% 

Utilities 

10,407,114 

0.1% 

11,230,194 

0.1% 

Foreign  Government  &  Corporate 

655,833,653 

8.0% 

624,319,929 

6.3% 

TOTAL  FIXED  INCOME 

2,782,689,834 

34.1% 

2,794,890,343 

28.4% 

Real  Estate  Total 

472,268,728 

5.8% 

493,836,137 

5.0% 

Venture  Capital  and  Partnerships 

475,752,574 

5.8% 

616,429,401 

6.3% 

Total  Other  Investments 

948,021,302 

11.6% 

1,110,265,538 

11.3% 

GRAND  TOTAL 

8,163,679,026 

100% 

9,838,078,393 

100% 
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Retirement  Services  Division 


The  Operations  Division  provides  a  range  of  services  to  members  and  their  beneficiaries.  These 
services  include  active  and  retired  member  counseling,  calculation  of  benefits  and  pension 
payments.  The  Operations  Division  also  provides  post  retirement  benefits  such  as  the  processing 
of  members'  requests  for  verification  of  information,  documents  or  forms,  address,  beneficiary 
and  tax  withholding  changes.  The  following  units  comprise  the  Division: 

Member  Services  Unit: 

This  Unit  provides  information  and  counseling  to  new  employees  upon  becoming  eligible  for 
Retirement  System  membership.  In  addition,  all  personnel  transactions  such  as  promotions, 
transfers  and  terminations  are  processed  in  this  unit.  Current  members  are  provided  services 
regarding  rate  of  contribution,  address,  beneficiary  and  birth-date  changes.  Requests  for 
verification  of  information  are  processed  in  this  unit.  Members  considering  retirement  are 
counseled  by  staff  in  this  unit,  and  retirement  applications  are  processed  by  staff  at  the  time  of  the 
counseling  session.  This  unit's  staff  visits  homes  and  hospitals  for  member  counseling  and 
retirement  sign-up  when  illnesses  prohibit  visits  to  the  Retirement  System. 

Member  Accounts  and  Data  Base  Maintenance  Unit: 

This  Unit  performs  a  wide  range  of  services  such  as  initiating  and  maintaining  members' 
retirement  accounts,  maintaining  records  and  related  matters  and  closing  members'  accounts. 
Processing  the  members'  election  to  purchase  and  follow-up  of  members'  buyback  payment 
schedules  are  processed  by  the  staff  in  this  unit.  In  addition  this  unit  is  responsible  for  members' 
annual  benefit  statements  and  the  posting  of  payroll  data  in  the  data  base  system.  Updates  of 
members'  data  in  the  computer  system  are  performed  by  this  unit's  staff. 


Buy-back  Project  Unit: 

Research  of  payroll  records  for  verification  of  service,  calculation  of  buybacks  (prior  service, 
redeposit,  shortage,  contributions  owed),  and  notification  to  members  of  the  cost  of  buybacks. 

Benefits  Calculation  Unit: 

All  benefits  paid  on  account  of  a  member's  retirement,  death  or  termination  are  calculated  and 
processed  for  payment  in  this  unit.  The  staff  in  this  unit  also  adjusts  benefits  due  to  cost  of 
living,  court  orders,  Internal  Revenue  Service  and  Franchise  Tax  Board  levies  and  Family 
Support. 
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Microfilm  and  Records  Unit: 

The  records  of  active  and  retired  members  are  maintained  by  this  unit  as  well  as  all  payroll  data 
and  documents  necessary  for  processing  benefits.  Records  are  microfilmed  and  copies  of  all 
microfilmed  records  are  kept  at  an  off-site  location. 
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Plan  Membership 


The   Retirement   System  administers   three   separate   sets   of  benefits   for  City   and   County 

employees:    the  Miscellaneous  Plan,  the  Police  Plan  and  the  Fire  Plan.  Each  of  the  plans 

consists  of  two  tiers.   Police  and  Miscellaneous  Tier  and  benefits  were  set  by  a  Charter 

Amendment  passed  by  the  electorate  in  1976;  Fire  Tier  2  benefits  are  set  by  a  Charter 
Amendment  passed  in  November  1996. 

Employees  in  certain  job  classifications  of  the  City  and  County  of  San  Francisco  may  also  be 
eligible  for  membership  in  other  retirement  systems. 

In  1968,  deputized  personnel  of  the  Sheriff's  Department  were  authorized  to  transfer  to  the  State 
of  California  Public  Employees'  Retirement  System  (CALPERS).  Airport  Police  and 
Institutional  Police  personnel  were  authorized  to  transfer  to  CALPERS  in  1984  and  1985, 
respectively.  District  Attorney  Investigators  similarly  were  authorized  to  transfer  to  CALPERS 
in  1986. 

In  1972,  school  teachers  were  authorized  to  transfer  to  the  State  Teachers  Retirement  System 
(STRS). 

On  September  1,  1990,  employees  who  were  Adult  and  Juvenile  Probation  Officers  on  that  date 
became  CALPERS  members  for  all  prospective  service  rendered  in  qualified  job  classes.  Past 
service  credit  was  transferred  for  most  members  in  September  1996. 

On  September  1,  1995,  Retirement  System  membership  rules  were  changed:  employees  who  had 
earned  not  less  than  1040  hours  of  compensation  during  any  12-month  period  became  eligible  for 
retirement  membership  on  the  first  day  of  the  pay  period  following  the  payperiod  in  which  the 
member  earns  1040  hours  of  compensation. 

On  December  27,  1997,  130  Airport  Police  Officers  became  members  of  the  SFERS  under 
Charter  Section  8.586  (Police  New  Plan.) 

On  February  21,  1998,  158  miscellaneous  members  in  Paramedic  job  classes  who  were  members 
of  SFERS  under  Charter  Sections  8.509  and  8.584,  became  members  of  SFERS  under  Charter 
Section  8.588  (Fire  New  Plan.) 

Active  Membership 


As  of  June  30,  1998,  there  were  23,870  members  of  the  miscellaneous  plan,  2,112  members  of 
the  Police  plan,  and  1,630  members  of  the  Fire  plan.  Active  membership  increased  by 
approximately  2.7%  during  FY  97-98.  Please  refer  to  tables  on  page  27  for  membership  as  of 
June  30,  1998,  and  previous  fiscal  years. 
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Miscellaneous  members  comprise  approximately  86.5%  of  the  total  membership.  Approximately 
13%  of  the  total  miscellaneous  members  are  employees  who  were  hired  before  November  2, 
1976. 

Police  officers  and  firefighters  comprise  approximately  7.6%  and  5.9%  of  the  total  membership, 
respectively. 

Miscellaneous  Plan  members  are  members  of  the  Social  Security  System.  Social  Security 
coverage  was  first  made  available  to  City  and  County  employees  in  September  1959.  Members 
covered  under  Social  Security  may  elect  to  reduce  their  contributions  to  the  Retirement  System 
by  a  portion  of  the  amount  contributed  to  Social  Security  annually.  These  members  will  have 
account  shortages  and  will  have  reduced  pensions  on  retirement  if  the  shortages  are  not  paid  prior 
to  retirement. 

Benefits  of  active  employees  are  described  in  the  following  Charter  Section: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.509 

Miscellaneous  members  before  November  2,  1976 

8.584 

Miscellaneous  members  on  or  after  November  2,  1976 

8.559 

Police  members  before  November  2,  1976 

8.586 

Police  members  on  or  after  November  2,  1976 

8.585 

Fire  members  before  November  2,  1976 

8.588 

Fire  members  on  or  after  November  2,  1976 

Other  Charter  References: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.514 

Social  Security  Coverage  for  Miscellaneous  Employees 

8.508-1 

Teachers  in  STRS 

8.505 

Port  Employees  -  CALPERS 

8.506 

Sheriff's  Employees  -  CALPERS 

8.506-2 

Airport  Police  Officers,  Institutional  Police  Officers,  District  Attorney 
Investigators,  Probation  Officers  -  CALPERS 

8.506-3 

Housing  Authority  Police  -  CALPERS 
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Membership  as  of  June  30,  1998 


(Three  year  comparison) 


CHARTER 
SECTION 

EMPLOYEE 
TYPE 

NUMBER  OF  ACTrVE  MEMBERS 

AS  OF 

6/30/98 

AS  OF 

6/30/97 

AS  OF 

6/30/96 

8.509 

Miscellaneous  members  before 
November  2,  1976 

2,782 

3,047 

3,276 

8.584 

Miscellaneous  members  on  or  after 
November  2,  1976 

21,088 

20,387 

19,785 

8.559 

Police  members  before  November  2, 
1976 

396 

415 

459 

8.586 

Police  members  on  or  after 
November  2,  1976 

1,716 

1,581 

1,551 

8.585 

Firefighter  members  before 
November  2,  1976 

460 

512 

536 

8.588 

Firefighter  members  on  or  after 
November  2,  1976 

1,170 

953 

935 

TOTAL    EMPLOYEE  S 

27,612 

26,895 

26,542 
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City  and  County  Rates  of  Contributions 


As  a  Percentage  of  Payroll 


COVERED  PERIOD 

POLICE 

FIRE 

MISC. 

1995-96  (1st  half) 

14.79% 

12.44% 

4.98% 

1995-96  (2nd  half) 

12.69% 

10.58% 

4.29% 

1996-97  (1st  half) 

0% 

0% 

1.83% 

1996-97  (2nd  half) 

0% 

0% 

0% 

1997-98  (lsl  half) 

0% 

0% 

0% 

1997-98  (2nd  half) 

0% 

0% 

0% 

Note:  Rates  of  contribution  are  composite  rates  for  Old  and  New  groups. 


Employee  Contribution  Rates 


As  a  Percentage  of  Payroll 


GROUP 

RATE  OF  CONTRIBUTION 

Miscellaneous  (Old)* 

8.00% 

Miscellaneous  (New) 

7.50 

Police  (Old) 

7.00 

Police  (New) 

7.50 

Fire  (Old) 

7.00 

Fire  (New) 

7.50 

Contributions  for  Old  Plan  Miscellaneous  Employees  (Charter  Section  8.509)  are  based  on 
gross  income.  Contributions  for  other  groups  are  based  on  gross  income  minus  overtime 
compensation. 
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Member  Services  Unit 


The  following  table  summarizes  several  activities  of  the  Member  Services  Unit  during  fiscal  year 
1997  -  98: 


ACTIVITY 

TOTAL 

Retirement  Appointments 

1,127 

Retirement  Applications  Processed 

730 

Personnel  Transactions: 

3,590 

New  Members 

1,082 

New  Members  (1040  hours  membership  ordinance) 

1,028 

Rehires 

252 

Promotions  /  Transfers 

975 

Fire  Recruits 

78 

Police  Recruits 

107 

Sheriff  Recruits 

68 

Visitors 

14,449 

Mail  (letters) 

14,372 

Home  Visits 

29 

Group  Presentations 

15 

Beneficiary  Changes 

1,029 

Rate  Changes 

60 

Refund  Packets 

251 

Verification  of  Pension  or  Benefit  Data 

490 

Electronic  Fund  Transfer  (new  &  change) 

9,388 

Other  (address,  name,  SSN  changes  +  withholing  tax  changes) 

4,967 

Retirement  appointments  increased  1.2%  in  fiscal  year  1997-98  when  compared  to  appointments 
in  1996-97,  from  1,114  in  1996-97  to  1,127  in  1997-98.  Retirement  applications  processed 
increased  3.7%,  from  704  in  1996-97  to  730  in  1997-98. 

Personnel  transactions  processed  increased  16.4%  in  1997-98,  from  3,085  in  fiscal  year  1996-97 
to  3,590  in  1997-98. 
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Promotions  and  transfers  accounted  for  27.2%  of  all  personnel  transactions  processed  in  fiscal 
year  1997-98. 

Twenty-nine  retirement  counseling  sessions  were  held  in  hospitals  or  members'  homes  due  to  the 
members'  inability  to  visit  our  office. 

The  staff  made  fifteen  group  presentations  for  membership  enrollment.  Generally,  new  members 
in  job  classes  such  as  fire  and  police  recruits,  transit  operators,  eligibility  workers  and  sheriff 
recruits  are  counseled  at  their  work  location. 


Pension  Benefits 


Fiscal  Year  1997-1998 


Several  tables  follow  which  show  the  distribution  of  benefits  by  retirement  type  (service, 
ordinary  disability,  industrial  disability  and  vesting),  and  type  of  recipient  (member,  beneficiary). 


Number  of  New  Retirees 


GROUP 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

Miscellaneous 

496 

129 

0 

71 

696 

Fire 

44 

2 

18 

0 

64 

Police 

25 

2 

10 

0 

37 

TOTAL 

565 

133 

28 

71 

797 

The  total  number  of  new  retirees  in  fiscal  year  1997-1998  was  797,  approximately  43.1%  higher 
than  in  1996-97.  Out  of  the  total  number  of  new  retirees  in  1997-98,  70.9%  were  service 
retirees. 

Miscellaneous  new  retirees  accounted  for  approximately  87.3%  of  the  total  number  of  new 
retirees  in  1997-98.  In  fiscal  year  1996-97  miscellaneous  new  retirees  were  84.9%  of  the  total 
number  of  new  retirees  in  that  year. 

Police  and  Fire  new  retirees  were  4.6%  and  8.0%,  respectively,  of  the  total  number  of  new 
retirees  in  1997-98.  In  1996-97,  Police  and  Fire  new  retirees  were  each  9.0%  and  6.1%  of  total 
number  of  new  retirees. 
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Service  Credit  at  Retirement 


Miscellaneous 


YEARS  OF 
SERVICE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

33 

16 

2 

51 

6-10 

34 

66 

13 

113 

11-15 

79 

31 

31 

141 

16-20 

66 

15 

13 

94 

21-25 

94 

1 

6 

101 

26-30 

101 

0 

5 

106 

31-35 

68 

0 

1 

69 

36-40 

19 

0 

0 

19 

Over  40 

2 

0 

0 

2 

TOTAL 

496 

129 

71 

696 

PERCENT 

71.3 

18.5 

10.2 

100.0 

Approximately  72%  of  the  total  miscellaneous  retirees  (500)  are  credited  with  less  than  (26  years 
of  service.)  The  average  number  of  years  of  service  credited  to  miscellaneous  retirees  who  retired 
in  1997-98  was  eighteen  years.  Approximately  29%  of  the  total  miscellaneous  retirees  retired  for 
vesting  and  ordinary  disability  in  1997-98  compared  to  28%  of  the  miscellaneous  retirees  who 
retired  for  vesting  and  ordinary  disability  in  1996-97.  Vesting  retirement  requires  a  minimum  of 
five  years  of  service,  and  ordinary  disability  requires  a  minimum  of  ten  years. 

Miscellaneous  retirees  who  retired  for  service  were  credited  with  an  average  of  21  years  of  service 
while  those  who  retired  for  ordinary  disability  were  credited  with  an  average  of  fourteen  years. 


San  Francisco  Retirement  System 


32 


Annual  Report  Ending  June  30.  1998 


Service  Credit  at  Retirement 


Police  and  Fire 


NO.  OF 
YEARS 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

2 

1 

1 

0 

4 

6-10 

0 

0 

1 

0 

1 

11-15 

0 

2 

2 

0 

4 

16-20 

0 

0 

5 

0 

5 

21-25 

1 

1 

1 

0 

3 

26-30 

53 

0 

14 

0 

67 

31-35 

13 

0 

4 

0 

17 

36-40 

0 

0 

0 

0 

0 

Over  40 

0 

0 

0 

0 

0 

TOTAL 

69 

4 

28 

0 

101 

Percent 

68.3 

4.0 

27.7 

0 

100.0 

The  average  number  of  years  of  service  credited  to  Police  and  Fire  retirees  in  fiscal  year  1997-98 
was  approximately  26  years  and  in  1996-97  it  was  approximately  28  years. 

Approximately  17%  of  the  total  Police  and  Fire  retirees  were  credited  with  less  than  26  years; 
83%  were  credited  with  more  than  26  years. 

Police  and  Fire  retirees  who  retired  for  service  were  credited  with  an  average  of  28  years  of 
service  in  1997-98  while  those  who  retired  for  ordinary  disability  and  industrial  disability  were 
credited  with  an  average  of  24  years. 
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Age  At  Retirement 


Miscellaneous  Employees 


AGE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

47 

74 

61 

182 

26.1 

55-60 

186 

30 

10 

226 

32.5 

61-65 

164 

18 

0 

182 

26.2 

Over  65 

99 

7 

0 

106 

15.2 

Total 

496 

129 

71 

696 

100.0 

Police  and  Fire 


AGE 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

31 

3 

19 

0 

53 

52.5 

55-60 

32 

1 

8 

0 

41 

40.6 

61-65 

6 

0 

1 

0 

7 

6.9 

Over  65 

0 

0 

0 

0 

0 

0.0 

TOTAL 

69 

4 

28 

0 

101 

100.0 

The  average  age  of  miscellaneous  retirees  who  retired  in  1997-98  was  59  years;  for  safety 
retirees  the  average  age  was  55  years. 

Miscellaneous  retirees  who  retired  for  service  were  61  years  old  on  the  average;  safety  retirees 
who  retired  for  service  were  56  years  old  on  the  average. 
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Total  Retirement  Allowances 


Retired  Members  and  Survivors  (Three  year  comparison) 


CATEGORY 

SERVICE 

DISABILITY* 

DEATH  IN 

LINE  OF 

DUTY 

TOTAL 

As  of  6/30/98 

Miscellaneous 

10,623 

1,696 

N/A 

12,319 

Fire 

779 

815 

57 

1,651 

Police 

986 

782 

59 

1,827 

TOTAL 

12,388 

3,293 

116 

15,797 

As  of  6/30/97 

Miscellaneous 

11,165 

1,646 

N/A 

12,811 

Fire 

779 

793 

59 

1,631 

Police 

1,010 

781 

59 

1,850 

TOTAL 

12,954 

3,220 

118 

16,292 

As  of  6/30/96 

Miscellaneous 

11,180 

1,642 

N/A 

12,822 

Fire 

775 

806 

59 

1,640 

Police 

983 

803 

62 

1,848 

TOTAL 

12,938 

3,251 

121 

16,310 

includes  Ordinary  (Miscellaneous,  Fire,  and  Police)  and  Industrial  (Fire  and  Police) 
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Monthly  Retirement  Benefits  Paid 


Three  year  Comparison: 


SERVICE 

DISABILITY 

DEATH  IN 
LINE  OF  DUTY 

TOTAL 

As  of  6/30/98 

Miscellaneous 

$15,052,862 

$1,670,830 

$31,292 

$16,754,984 

Fire 

2,303,060 

2,276,055 

122,845 

4,701,960 

Police 

2,936,854 

1,802,685 

136,428 

4,875,967 

TOTAL 

$20,292,776 

$5,749,776 

$290,566 

$26,332,912 

As  of  6/30/97 

Miscellaneous 

$13,818,679 

$1,538,577 

0 

$15,357,256 

Fire 

2,126,441 

2,125,122 

122,107 

4,373,670 

Police 

2,816,950 

1,712,009 

127,955 

4,656,914 

TOTAL 

$18,762,070 

$5,375,708 

$250,062 

$24,387,840 

As  of  6/30/96 

Miscellaneous 

$13,332,273 

$1,466,525 

N/A 

$14,798,798 

Fire 

2,030,385 

2,044,607 

119,591 

4,194,583 

Police 

2,622,055 

1,691,878 

133,674 

4,447,607 

TOTAL 

$17,984,713 

$5,203,010 

$253,265 

$23,440,988 

Approximately  64%  ($16,754,984)  out  of  the  total  monthly  retirement  benefits  paid  as  of  June 
30,  1998  ($26,332,912)  was  paid  to  miscellaneous  retirees  and  continuants. 

Monthly  retirement  benefits  paid  to  service  retirees  ($20,292,776)  represented  approximately 
77%  of  the  total  monthly  benefits.   Disability  benefits  were  approximately  22%  of  all  monthly 
retirement  benefits  as  of  June  30,  1998. 
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Death  Benefits  Paid 


Three  Year  Comparison: 


1997-98 

1996-1997 

1995-1996 

NUMBER  OF  DEATHS 

Active  Members 

55 

54 

75 

Retired  Members 

545 

357 

589 

Continuants 

189 

163 

193 

TOTAL 

789 

574 

857 

TYPE  OF  BENEFIT 

Due  to  Active  Member  Deaths 

Refund  of  Contributions 

50 

99 

109 

6  Months  Earnable  Salary 

46 

99 

109 

SUBTOTAL 

96 

198 

218 

Due  to  Retired  Member  Deaths 

Continuation 

247 

217 

197 

Option  1  (Refund  of  Member 

Accumulated  Contributions 

47 

82 

65 

$100/Year  for  Each  Year  of 

488 

419 

587 

SUBTOTAL 

782 

718 

849 

TOTAL 

878 

916 

1,067 

Industrial  Death  Allowances* 

0 

0 

0 

The  number  of  deaths  in  1997-98  decreased  by  approximately  37%  over  fiscal  year  1996-97. 

There  was  a  decrease  in  the  number  of  benefits  paid  due  to  the  death  of  active  members,  from 
198  in  1996-97  to  96  in  1997-1998. 

The  number  of  payments  processed  due  to  the  deaths  of  active  and  retired  members  was  878  in 
1997-98,  approximately  4%  lower  than  in  1996-97 

*Number  of  allowances  paid  to  eligible  dependents  of  Police  Officers  and  Firefighters  who  died  as  a  result  of  injury  or 
illness  incurred  in  the  performance  of  duty . 
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Three  Year  Comparison: 


Withdrawal  of  Contributions 


NUMBER 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

AMOUNT 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

As  of  6/30/98 

Miscellaneous 

402 

$3,784,744 

Fire 

0 

0 

Police 

4 

166,092 

Adjustments 

106 

260,236 

Non-Member 

0 

0 

TOTAL 

512 

<0.8> 

$4,211,072 

<23.6> 

As  of  6/30/97 

Miscellaneous 

430 

$4,901,479 

Fire 

4 

228,867 

Police 

5 

315,666 

Adjustments 

77 

66,835 

Non-Member 

0 

0 

TOTAL 

516 

<6.4> 

$5,512,847 

41.3 

As  of  6/30/96 

Miscellaneous 

508 

$3,556,265 

Fire 

1 

14,615 

Police 

8 

291,105 

Adjustments 

18 

25,346 

Non-Member 

16 

15,149 

TOTAL 

551 

6.6 

$3,902,480 

<25.8> 

The  number  of  refunds  processed  in  fiscal  year  1997-98  was  almost  the  number  of  refunds  in 
fiscal  year  1996-97  and  it's  7.1  %  lower  than  the  same  as  fiscal  year  1995-96. 
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Fiscal  Division 


The  Fiscal  Division  is  responsible  for  providing  financial  information  to  management  for 
planning,  control,  and  decision-making  purposes.  Financial  reporting  includes  the  preparation  of 
the  Retirement  System's  financial  position  and  operating  results  in  accordance  with  generally 
accepted  accounting  principles  applicable  to  a  public  employee  retirement  system.  Financial 
statements  and  required  supplemental  information  include: 


Net  Assets  held  in  trust  for  Pension  Benefits 

Statement  of  Changes  in  Plan  Net  Assets 

Actuarial  Report  and  Historical  Information 

Disclosures  as  required  by  Governmental  Accounting  Standards  Board  (GASB) 


The  Accounting  and  financial  reporting  functions  are  divided  into  several  major  activities,  which 
include: 


Investments  accounting 

Accounting  for  member  and  employer  contributions 

Benefits  payment  accounting 

Accounting  for  employees'  deferred  compensation 

Systems  and  database  maintenance 

Budgeting  and  appropriations  control 

General  ledger  and  reports 


In  addition,  the  Fiscal  Division  provides  statistical  and  financial  data  for  actuarial  projections, 
cash  flow  projections,  and  calculation  of  required  city  contributions  to  ensure  that  the  employees' 
Retirement  System  is  adequately  funded  at  all  times. 

The  accompanying  audited  statements  of  net  assets  available  for  pension  benefits  as  of  June  30, 
1998,  and  1997  and  the  related  statements  of  changes  in  net  assets  held  in  trust  for  pension 
benefits  are  presented  to  provide  information  on  the  financial  status  of  the  pension  trust  fund. 
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Pension  Fund 

Cash  Flow  Analysis 

1997-1998 


INCOME 

AMOUNT 

City  and  County  Contributions 

$           84,153 

Employee  Contributions 

111,973,354 

Interest  Earned 

205,573,742 

Dividends  Earned 

74,920,497 

Real  Estate  Income 

30,307,714 

Securities  Lending  Income-Net 

10,195,133 

Dollar  Roll  Income  -  Net 

3,248,204 

Recaptured  Commission  Income  -  Net 

399,703 

Alternative  Investment  Income 

1,382,749 

Investment  Expenses 

(27,902,550) 

Subtotal 

$  410,082,699 

DOMESTIC     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Short-Term  Securities 

5,335,756 

Gain  (Loss)  on  Sale  of  Stocks 

428,417,235 

Gain  (Loss)  on  Sale  of  Government  Bonds 

70,668,397 

Gain  (Loss)  on  Sale  of  Corporate  Bonds 

45,448,380 

Gain  (Loss)  on  Sale  of  Real  Estate 

13,865,943 

Gain  (Loss)  on  Sale  of  Venture  Capital 

96,158,039 

Gain  (Loss)  on  Futures 

41,366,939 

Subtotal 

$  701,260,689 

INTERNATIONAL     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Stocks 

62,410,281 

Gain  (Loss)  on  Sale  of  Bonds 

(14,798,554) 

Gain  (Loss)  on  Sale  of  Currency  Conversion 

4,597,107 

Gain  (Loss)  on  Sale  of  Futures  Contracts 

1,891,844 

Subtotal 

$  54,100,678 

TOTAL      INCOME 

$   1,165,444,066 

Increase/(Decrease)  From  Fiscal  Year  1996  -  97 

$  214,332,427 
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Pension  Fund 

Cash  Flow  Analysis  (Cont'd) 

1997-1998 


PAYMENTS 

Service  Retirement  Payments 

$    232,286,380 

Withdrawals 

4,273,684 

Disability  Retirement  Payments 

66,772,615 

Death  Allowance  Payments 

3,489,903 

Death  Benefits 

2,037,378 

Normal  Contributions  Paid  as  Death  Benefit 

1,619,172 

Retired  Annuitant  Rolls  (Options  1  Death  Benefit) 

1,225,365 

Proposition  C  COLA 

6,848,668 

Administrative  Expenses 

5,798,976 

TOTAL      PAYMENTS 

$    324,352,141 

Increase    Over    Fiscal    Year    1996-1997 

$    10,993,620 
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CITY  AND  COUNTY  CONTRIBUTIONS 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1997-98 

1996-97 

1995-96 

Miscellaneous 

$84,153 

$  9,506,905 

$  45,486,256 

Fire 

$  5,252 

$  9,382,227 

Police 

523 

$  14,243,136 

TOTAL 

$  84,153 

$  9,512,680 

$  69,111,619 

EMPLOYEE  CONTRIBUTIONS 


Three  Year  Comparison,  Fiscal  Year 


GROUP 

1997-98 

1996-97 

1995-96 

Miscellaneous 

96,125,724 

$90,881,911 

$  74,005,224 

Fire 

6,662,930 

$6,098,100 

$  5,974,809 

Police 

9,184,700 

$  8,224,484 

$7,716,257 

TOTAL 

$  111,973,354 

$  105,204,495 

$  87,696,290 
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Peat  Marwick  llp 

Three  Embarcadero  Center 
San  Francisco.  CA  94111 


Independent  Auditors'  Report 


Honorable  Mayor  and  Board  of  Supervisors 
City  and  County  of  San  Francisco: 

We  have  audited  the  accompanying  statements  of  plan  net  assets  of  the  San  Francisco  City  and  County 
Employees'  Retirement  System  (the  Retirement  System)  as  of  June  30,  1998  and  1997,  and  the  related 
statements  of  changes  in  plan  net  assets  for  the  years  then  ended.  These  financial  statements  are  the 
responsibility  of  the  Retirement  System's  management.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for  our 
opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
information  regarding  the  Retirement  System's  net  assets  as  of  June  30,  1998  and  1997,  and  changes 
therein  for  the  years  then  ended  in  conformity  with  generally  accepted  accounting  principles. 

The  Schedules  of  Funding  Progress  and  Employer  Contributions  on  pages  15  and  16  are  not  a  required 
part  of  the  basic  financial  statements  of  the  Retirement  System,  but  are  supplementary  information 
required  by  the  Governmental  Accounting  Standards  Board.  We  have  applied  certain  limited  procedures, 
which  consisted  principally  of  inquiries  of  management  regarding  the  methods  of  measurement  and 
presentation  of  the  supplementary  information.  However,  we  did  not  audit  this  information  and  express  no 
opinion  on  it. 


jg>)nA /£*th~~i^  J^ 


October  16,  1998 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Plan  Net  Assets 
June  30,  1998  and  1997 


Assets 

Cash 

Contributions  receivable  -  Members 

Investment  income  receivable: 
Interest 
Dividends 
Securities  lending  income 

Receivables  from  brokers 

Receivables  under  fixed  coupon  dollar  repurchase  agreements 

Investments  at  fair  value: 
Cash  equivalents 
Debt  securities 
Equity  securities 
Real  estate 
Venture  capital 
Forward  currency  contracts 

Total  investments 

Cash  received  as  securities  lending  collateral 

Total  assets 

Liabilities 

Payable  to  brokers 

Obligations  under  fixed  coupon  dollar  repurchase  agreements 

Other  liabilities 

Payable  to  borrowers  of  securities 

Total  liabilities 

Net  assets  held  in  trust  for  pension  benefits  (a  schedule  of 
funding  progress  is  presented  on  page  15) 


1998 

1997 

(In  thousands) 

8,850 

8.244 

5,402 

4.101 

31,203 

34.375 

8,668 

9,186 

1,069 

— 

167,435 

32,799 

199,500 

684,928 

976,437 

1,252,152 

2,794,890 

2.890,146 

5,117,033 

4,137,637 

493,836 

577,309 

616,429 

451,995 

681 

5,546 

9,999,306 

9,314,785 

1,481.542 

1,442,532 

11.902,975 

11,530,950 

178,868 

56,815 

399,688 

1,359.615 

6,120 

5,092 

1,481,542 

1.442,532 

2.066,218 

2,864,054 

9,836,757 

8,666.896 

See  accompanying  notes  to  financial  statements. 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Changes  in  Plan  Net  Assets 
Years  ended  June  30,  1998  and  1997 


1998 


1997 


Additions: 

Members'  contributions 
Miscellaneous 
Police 
Fire 


City  and  County  of  San  Francisco  contributions: 
Miscellaneous 
Fire 


Investment  income  (expenses): 
Interest 
Dividends 

Net  appreciation  in  fair  value  of  investments 
Securities  lending  income 

Fixed  coupon  dollar  repurchase  agreement  income 
Investment  expenses 

Securities  lending  borrower  rebates  and  expenses 
Fixed  coupon  dollar  repurchase  agreement  finance 
charges  and  expenses 

Investment  income,  net 

Total  additions 

Deductions: 
Benefits 

Transfers  to  CAL  PERS 
Refunds  of  contributions 
Administrative  expenses 

Total  deductions 

Net  increase 

Net  assets  held  in  trust  for  pension  benefits: 
Beginning  of  year 

End  of  year 


(In  thousand 

96.125 
9,185 
6,663 

s) 

90.882 
8,225 
6,098 

111,973 

105.205 

84 

9,507 

5 

84 

9.512 

205,574 

74,921 

1,116,444 

90,570 

35,456 

(28,226) 

(80,375) 

(32,208) 
1.382,156 

231.705 

56.492 

1,028.857 

64.991 

25,004 

(17,594) 

(58,807) 

(22.995) 

1.307,653 

1.494,213 

1.422.370 

314.279 

4,274 
5.799 

293,929 

14,893 
4,537 
6,270 

324,352 

319.629 

1,169.861 


8.666,896 
9,836,757 


1.102,741 


7.564.155 


8,666,896 


See  accompanying  notes  to  financial  statement?. 
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Actuarial  Summary 


The  Retirement  System  pays  an  array  of  benefits  to  members  and  their  survivors  --  service 
retirement,  disability  retirement,  and  survivor  benefits,  in  addition  to  contribution  plus  interest 
refunds  to  members  who  withdraw  from  the  System.  These  benefits  are  funded  from  a 
combination  of  employee  contributions,  City  contributions  and  investment  returns  earned  on 
those  contributions. 

Each  year,  the  Retirement  System  conducts  an  actuarial  valuation  of  its  assets  and  liabilities  in 
order  to  assess  the  funded  status  of  the  System  and  to  determine  appropriate  levels  of  City 
contributions  to  the  Fund  for  the  next  fiscal  year.  The  latest  valuation  was  carried  out  by  the 
actuarial  consulting  firm  of  Towers  Perrin  based  on  June  30,  1998  data.  The  results  were  first 
published  in  December  1998. 

Assumptions  and  Method 

The  main  assumptions  used  to  measure  the  System's  liabilities  for  future  benefits  payments  were: 

Investment  Returns  8.25%  per  year 

Base  Wage  Increases  4.50%  per  year 

Merit  and  Promotion  1.3%,  approximately  (varies  by 

Wage  Increases  group  and  years  of  service) 

Retiree  Mortality  1983  Group  Annuity  Mortality  Table 

The  actuarial  funding  method  used  was  as  follows: 

♦  entry  age  normal  cost  method 

♦  unfunded  liability  due  to  benefit  increases  amortized  as  a  level  percentage  of  payroll  over  20 
years 

♦  unfunded  liability  due  to  actuarial  gains  and  losses,  assumption  changes  and  miscellaneous 
items  amortized  as  a  level  percentage  of  payroll  over  15  years 

The  assets  were  valued  using  a  5-year  phase-in  of  realized  and  unrealized  capital  gains  and 
losses. 
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Key  Results 


Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 


Actuarial  Liability 
Actuarial  Value  of  Assets 
Unfunded  Liability  (Surplus) 


6,162,138,000 
7.245.195.000 
(1,083,057,000) 


Funded  Status 
(assets  -3-  liabilities) 


117.6% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in  FY  97-98  were  derived  from  the 
following  actuarial  valuation  results: 


POLICE 

FIRE 

MISC. 

TOTAL 

Normal  Cost 

22.28% 

23.51% 

11.22% 

12.94% 

Unfunded  Liability  &  Other  Costs 

(27.15) 

(30.19) 

(2.44) 

(6.31) 

Employee  Contributions 

7.39 

7.31 

7.58 

7.55 

City  Contribution  Rate 

(12.26) 

(13.99) 

1.20 

(0.92) 

Board  Approved  City  Contribution  Rate 

0 

0 

0 

0 
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Additional  Details 

Based  on  the  method  and  assumptions  stated  on  the  previous  pages,  the  basic  findings  of  the  latest 
valuation  were: 


Actuarial  Valuation  Results 
As  of  June  30,  1997 


POLICE 

FIRE 

MISC. 

TOTAL 

#Actives 

1,996 

1,465 

23,434 

26,895 

Annual  Salary  (Mill.) 

$117.6 

$87.9 

$1,179.2 

$1,384.7 

Average  Salary 

$58,910 

$59,992 

$50,320 

$51,484 

#Retirees 

1,844 

1,626 

12,685 

16,155 

Annual  Benefit  (Mill.) 

$56.3 

$52.7 

$202.7 

$311.8 

Average  Benefit 

$30,528 

$32,439 

$15,983 

$19,300 

Actuarial  Liability  (Mill.) 

$1,199.2 

$1,046.4 

$3,916.5 

$6,162.1 

Actuarial  Value  of  Assets  (Mill.) 

$1,576.8 

$1,356.8 

$4,311.6 

$7,245.2 

Unfunded  Liability  (Mill.) 

$(377.6) 

$(310.4) 

$(395.0) 

$(1,083.1) 

Funded  Status 

131.5% 

129.7% 

110.1% 

117.67% 

Contributions  Rates: 

Normal  Cost 

22.28% 

23.51% 

11.22% 

12.94% 

+  Unfunded  Liability 

(27.60)% 

(30.64)% 

(2.89)% 

(6.76)% 

Total 

(5.32)% 

(7.13)% 

8.33% 

6.18% 

-Employee  Contribution 

7.39% 

7.31% 

7.58% 

7.55% 

+ Administrative  Expenses 

0.45% 

0.45% 

0.45% 

0.45% 

City  and  County  Rate 

(12.26)% 

(13.99)% 

1.20% 

(0.92)% 

San  Francisco  Retirement  System 


50 


Annual  Report  Ending  June  30,  1998 


Towers  Perrin 


Catherine  L  Cole,  asa 
Principal 

525  Market  Street.  Suite  2900 
San  Francisco,  CA  94105  2708 
415  836-1120 
Fax   415  836  1350 
Internet:  colec@towers  com 


December  2,  1997 

Retirement  Board  of  the  San  Francisco 
City  and  County  Employee's  Retirement  System 
1 155  Market  Street,  Second  Floor 
San  Francisco,  CA  94103 

Dear  Honorable  Members: 

Enclosed  is  the  actuarial  valuation  of  the  Retirement  System  as  of  July  1,  1997. 
The  report  contains  recommended  City  contribution  rates  for  the  fiscal  year 
commencing  July  1,  1998. 

This  report  is  based  on  information  provided  to  us  by  the  System's  staff  and  on 
draft  audited  financial  statements  of  the  System. 

This  valuation  has  been  conducted  in  accordance  with  generally  accepted 
actuarial  principles  and  financial  accounting  practices.  The  actuarial  assumptions 
used  in  the  development  of  the  recommended  contribution  level  have  been 
selected  by  the  Retirement  Board,  with  the  concurrence  of  Towers  Perrin,  to  be 
individually  reasonable  (taking  into  account  the  experience  of  the  plan  and 
reasonable  expectations)  and  which,  in  combination,  offer  the  actuary's  best 
estimate  of  anticipated  experience  under  the  plan. 

We  look  forward  to  discussing  the  valuation  results  with  the  Board  on 
December  9,  1997. 

Sincerely, 


(V^2r^^ 


CLC:kc 
Enclosures 


S  \48382\97RET\WP\COLEC\P7003L01  WPD 
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MISSION  STATEMENT 

San  Francisco  City  and  County  Employees'  Retirement  System  is 

dedicated  to  securing,  protecting  and  prudently  investing  the  pension  trust 

assets,  administering  mandated  benefit  programs,  and  providing  promised  benefits. 


For  the  Year  Ended 
June  30, 1999 


VISION  STATEMENT 


Within  five  years  (2001),  the  San  Francisco  Employees  Retirement 
System  will: 


♦  ensure  that  all  beneficiaries  understand  their  benefits  and  have 
available  on-line  access  to  benefit  information 

♦  continue  to  be  creative,  disciplined,  focused,  responsive  and 
successful 

♦  continue  to  be  a  reliable,  innovative  resource  to  the  City,  the 
employees  and  retirees  on  benefit  issues 

♦  continue  to  be   well-funded  through   effective  and  prudent 
investment  of  contributions  and  plan  assets 

♦  provide  a  work  environment  where  the  employees  individually 
and  as  a  team  are  productive  and  appreciated 
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President's  Message 


PROVIDING  BENEFITS   0  INVESTING  ASSETS 


On  behalf  of  the  Retirement  Board  and  the  Retirement  System  staff,  I  am  pleased  to  present  our  Annual 
Report  for  FY  1998-99. 

The  last  fiscal  year  of  the  millennium  was  productive  for  the  Retirement  System's  28,800  members  and 
16,500  beneficiaries.  The  pension  trust  fund's  assets  grew  to  $10.9  billion,  enhancing  its  solid  basis  to  pay 
benefits.  Key  highlights  affectmg  active  members  and  retirees  include: 

■  The  fund's  return  on  assets  was  12.40%    well  above  the  assumed  rate  of  8.25%  that  is  used  to 
estimate  the  System's  long-term  funding  needs; 

■  The  "excess  earnings"  of  the  fund  are  now  sufficient  to  guarantee  payment  of  the  Special  3%  COLA 
through  July  1,2001; 

■  Implementation  of  the  long-awaited  pretax  buyback  project  to  allow  tax  advantaged  buybacks; 

■  Initiation  of  pre-retirement  counseling  sessions  to  help  members  plan  and  prepare  for  retirement; 

■  Selection  of  a  new  Deferred  Compensation  Plan  Administrator  on  the  basis  of  lower  overall  fees  and 
improved  services. 

City  taxpayers,  too,  will  appreciate  the  enhanced  funding  of  the  pension  trust  fund  as  my  colleagues  and  I 
voted  unanimously  to  apply  a  zero  contribution  for  the  City  and  County  of  San  Francisco.  This  zero 
employer  pension  contribution  for  $1.6  billion  in  covered  salaries  is  a  major  factor  contributing  to  the  City's 
surplus. 

On  behalf  of  the  Retirement  Board  and  staff,  I  assure  you  that  we  will  make  every  effort  to  provide  benefits 
fairly  and  effectively,  to  protect  your  assets,  and  to  achieve  superior  investment  returns  consistent  with  safety 
and  prudence. 

With  best  wishes, 

/3 


William  S.  Breall,  M.D. 
President 
Retirement  Board 
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The  Retirement  Board 


The  Retirement  Board  is  responsible  for  the  administration,  management,  operation  and  policies 
of  the  Retirement  System.  The  Board  usually  meets  twice  each  month  and  reviews  important 
elements  of  Retirement  System  business,  including: 


Pension  Fund  Investment  Issues 

The  Board  monitors  investment  performance,  establishes  investment  strategy,  selects  and 
monitors  outside  investment  managers,  monitors  investment  alternatives,  establishes  and 
reviews  the  System's  social  investment  policies. 


Actuarial  Issues 

The  Board  reviews  plan  funding  annually  and  sets  actuarial  and  economic  assumptions  in 
order  to  establish  City  and  County  rates  of  contribution  to  the  Plan. 


Member  Issues 

The  Board  reviews  and  approves  member  retirement  benefits,  including  service  and 
disability  retirements,  and  claims  involving  special  circumstances  or  litigation.  Annually, 
the  Board  approves  cost  of  living  increases  for  retired  members  as  determined  by  the  City 
Charter. 


Administrative  Issues 

The  Board  establishes  the  Retirement  System's  administrative  budget  and  Investment 
Division  budget  as  authorized  by  the  City  Charter  and  the  California  Constitution  and 
Deferred  Compensation  Plan  budget  in  accordance  with  the  Administrative  Code.  The 
Board,  through  the  staff,  is  responsible  for  providing  services  to  members  in  a  cost- 
effective  manner. 


San  Francisco  Retirement  System  5  Annual  Report  Ending  June  30.  1999 


Members  of  the  Board 

(1998  -  1999) 


The  Retirement  Board  consists  of  seven  members:  three  elected  by  the  active  and  retired 
membership  of  the  plan,  three  appointed  by  the  Mayor  in  accordance  with  the  provisions  of 
Charter  Section  12.100,  and  the  President  of  the  Board  of  Supervisors  or  his  or  her  designee 
from  among  the  members  of  the  Board  of  Supervisors.  The  following  table  shows  those 
individuals  who  served  as  members  of  the  Retirement  Board  during  the  fiscal  year. 


NAME 

PROFESSION/DEPARTMENT 

TERM 
EXPIRATION 

Elected  by  Members: 

Al  Casciato 

Police  Department 

February,  2000 

Joseph  D.  Driscoll,  C.F.A. 

Fire  Department 

February,  2001 

Herb  Meiberger,  C.F.A. 

Retirement  System 

February,  2002 

Appointed  by  Mayor: 

William  Breall,  M.D. 

Cardiologist 

February,  2004 

Brenda  Wright 

Private  Banker 

February,  2003 

Patricia  E.  Martel 

Public  Administrator 

February,  2004 

Ex  Officio: 

Leland  Yee 

Board  of  Supervisors 

April,  2000 

Highlights  of  Board  Activities 
for  the  1998- 1999  Fiscal  Year 

The  Retirement  Board  conducted  twenty  meetings  and  addressed  several  significant  issues  during 
the  1998-1999  Fiscal  Year. 

GENERAL  ADMINISTRATIVE  HIGHLIGHTS 

In  July  and  August,  the  Retirement  Board  authorized  a  Request  for  proposal  for  fiduciary  counsel 
and  transaction  attorney  services  and  reviewed  and  revised  the  methodology  for  computing 
benefits  for  members  whose  ex-spouses  have  commenced  benefits  prior  to  the  member's 
retirement. 
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The  Board  continued  the  process  of  evaluating  candidates  for  the  role  of  Deferred  Compensation 
Plan  Administrator,  which  had  begun  in  fiscal  1997-1998.  This  effort  is  described  in  detail  in  the 
section  describing  the  Deferred  Compensation  Plan.   See  page  15. 

In  early  September,  the  Board  reviewed  the  reserves  for  Supplemental  Cost  of  Living 
Adjustments  and  authorized  payment  of  the  supplemental  COLAs  through  June  30,  2001. 

As  a  result  of  new  data  provided  by  the  Department  of  Human  Resources,  the  Retirement  Board 
approved  a  plan  to  recalculate  the  Cost  of  Living  allowances  for  Police  and  Fire  retirees  for  the 
period  from  July  1,  1991  to  the  present.  Also  the  Board  considered  and  adopted  revisions  to  the 
methodology  for  calculating  vesting  retirement  benefits  for  members  having  public  service  credit. 

In  November,  the  Board  authorized  the  payment  of  interest  on  the  COLA  adjustment  payments 
for  Police  and  Fire  retirees.  The  long  awaited  positive  Internal  Revenue  Service  ruling  regarding 
pre-tax  treatment  of  service  credit  purchases  and  payment  of  shortages  was  received  in  late 
December  1998.  Also  the  Board  participated  in  a  governance  review  of  the  Benefit 
Administration  program  prepared  by  Cortex  Applied  Research. 

In  January,  the  Retirement  Board  adopted  the  proposed  ordinance  to  activate  the  pre-tax  buy  back 
program,  and  began  a  program  to  counsel  members  who  would  benefit  by  it.  The  effective  date 
for  the  Charter  Amendments  passed  by  the  voters  during  the  November  1998  election  was 
determined  to  be  December  18,  1998.  The  voters  approved  the  enhancement  of  benefits  payable 
to  the  new  plan  police  officers  and  provided  that  certain  service  of  paramedics  would  be  counted 
as  fire  fighter  service. 

The  month  of  February  included  Board  action  to  recommend  a  Budget  to  the  Mayor,  which 
included  funding  for  the  purchase  of  new  Peoplesoft  Pension  Administration  software  to  update 
our  information  systems,  additional  investment  and  operational  staff,  as  well  as,  monies  for  the 
relocation  of  the  Retirement  System  to  new  quarters  for  the  first  time  in  fifteen  years. 

The  first  March  meeting  saw  the  election  of  William  Breall,  M.D.,  as  Board  President  and  Herb 
Meiberger  as  Vice  President.  Also  the  Board  authorized  the  payment  of  basic  cost  of  living 
allowances  at  2%  of  initial  allowance  for  qualified  members  and  finalized  the  policy  and 
procedures  for  the  pre-tax  buy  back  program. 

In  May,  the  first  two  of  four  Pre-Retirement  Counseling  sessions  were  conducted  thereby 
fulfilling  long  standing  efforts  by  the  Retirement  Board  to  provide  appropriate  education  for 
members  as  they  approach  their  retirement. 

In  June,  the  Board  adopted  the  list  of  qualified  legal  firms  as  determined  by  the  Request  for 
Proposal  process. 
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INVESTMENTS 

Throughout  the  fiscal  year  the  Board,  staff  and  consultants  reviewed  the  guidelines  for 
financial  asset  managers.   Following  the  pattern  commenced  in  the  prior  fiscal  year,  in 
October,  the  Retirement  Board  extended  the  decision  to  divest  fixed  income  holdings  of 
companies  that  manufacture  tobacco. 

The  Board  adopted  policy  urging  best  efforts  on  the  part  of  staff  and  investment  managers  to 
engage  minority,  women  owned  and  local  businesses  in  subcontracting,  joint  ventures  and 
purchasing  opportunities  led  to  quarterly  reports  relating  to  the  direction  of  brokerage  and 
subcontracting  to  minority,  women  owned  and  local  businesses  (MBE,  WBE  and  LBE). 
Following  are  summaries  of  key  Board  actions  relating  to  each  of  the  major  portfolio 
segments: 


Fixed  Income 

In  the  Fixed  Income  portfolio,  two  searches  were  completed  in  the  Fiscal  Year  98-99.  They 
were  both  for  high  yield  corporate  bond  managers.  The  firms  selected  and  the  approximate 
portfolio  mandate  size  were: 

Oaktree  Capital  Management:  $275  million 

W.R.  Huff  Asset  Management:         $150  million 

Other  noteworthy  fixed  income  activities  included  a  second  securitization  of  commercial 
mortgage  loans  to  add  value  to  the  commercial  loan  portfolio. 


Equity 

The  Board  directed  a  number  of  changes  to  the  domestic  equity  portfolio  as  a  result  of  the  three 
year  review.   The  staff  implemented  the  following  modifications  to  a  domestic  equity  portfolio: 

■  Re-allocation  of  assets  of  Dreyfus,  Paradigm,  Ark  and  Nicholas  Applegate 

■  Changed  Nicholas  Applegate 's  mandate  to  international  small  cap  equities 

■  Hired  Russell  1000  Index  passive  manager  -  Barclay's  Global  Advisors 

■  Evaluated  use  of  small  cap  value  managers  -  none  were  selected. 

Staff  and  consultant  developed  and  implemented  guidelines  and  benchmarks  reflecting  the 
exclusion  of  tobacco  manufacturing  companies'  stocks.  The  Board  approved  the  recommended 
strategies  to  reduce  holdings  of  AMB  Property  Corp.   After  careful  review  and  documentation, 
the  Board  terminated  Pictet  International  Management  as  an  international  small  cap  manager. 
The  mandate  of  the  Warburg  Pincus  Post-Venture  Distribution  portfolio  was  modified  to 
increase  its  rate  of  return. 
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A lternative  Investments 


The  Board  continued  and  expanded  its  commitment  of  assets  to  the  Alternative  Investment 
area,  which  holds  investments  in  private  capital. 

Following  is  a  listing  of  the  limited  partnerships  that  were  approved  in  the  fiscal  year: 


Partnership 

Welsch,  Carson,  Anderson  &  Stowe  VIII,  L.P. 

ABS  Capital  Partners  III,  LP. 

Worldview  Technology  Partners  II,  L.P. 

Providence  Equity  Partners  III,  L.P. 

Friedman,  Fleischer  &  Lowe  Capital  Partners,  L.P. 

Pantheon  U.S.A.  Venture  Capital  Fund,  L.P. 

APAX  Europe  IV,  L.P. 

Clayton,  Dubilier  and  Rice  Fund  VI,  L.P. 

Lexington  Capital  Partners  III,  L.P. 

Madison  Dearborn  Capital  Partners  III,  L.P. 

Battery  Ventures  V,  L.P. 

BCI  Growth  V,  L.P. 

Palamon  European  Equity,  L.P. 

Hellman  &  Friedman  Capital  Partners  IV,  L.P. 

Horsley-Bridge  Fund  VI,  L.P. 

Grotech  V,  L.P. 


Type 

Special  Asset  Based 
Venture  Capital 
Venture  Capital 
Special  Asset  Based 
Special  Asset  Based 
Venture  Capital 
Venture  Capital 
Special  Asset  Based 
Special  Asset  Based 
Special  Asset  Based 
Venture  Capital 
Venture  Capital 
Special  Asset  Based 
Special  Asset  Based 
Venture  Capital 
Venture  Capital 


Investment 


Investment 
Investment 


Investment 
Investment 
Investment 


Investment 
Investment 


Real  Estate 

During  the  fiscal  year,  the  Board  adopted  a  strategic  portfolio  composition  for  real  estate 
consisting  of  40%  core  investments,  40%  value-added  investment  and  20%  high  return 
investments.   New  leverage  targets  for  the  real  estate  portfolio  were  adopted. 

The  Board  approved  manager  investment  plans  for  RREEF,  INVESCO  and  AMB,  including 
new  allocations  of  $100  million  for  core  investments  and  $54  million  for  value-added 
investments  to  INVESCO.   A  $30  million  investment  in  Donaldson,  Lufkin  &  Jenrette  Real 
Estate  Capital  Partners  II  was  also  approved  for  the  high  return  segment  of  the  portfolio. 
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Employees '  Retirement  System 


The  Employees'  Retirement  System  was  created  under  the  direction  of  the  Board  of 
Administration  in  1922.  The  current  Retirement  System  structure  was  established  in  the  1932 
Charter.  The  Retirement  System  and  its  staff  are  responsible  for  administering  two  employee 
benefit  programs  for  the  City  and  County  of  San  Francisco.  These  programs  include: 


>    Retirement  System  Pension  Plan 


>    Deferred  Compensation  Plan 


Each  of  these  programs  is  mandated  by  specific  Charter  sections,  and/or  Administrative  Code 
provisions. 

The  following  pages  outline  the  organizational  structure  of  the  Retirement  System  and  show  the 
major  functional  responsibilities  of  each  division  while  describing  key  events  and  statistics  for  the 
completed  fiscal  year. 
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San  Francisco  Retirement  System  Senior  Staff 
1998-1999 

Administrative  Division: 

Clare  M.  Murphy 
Executive  Director 

Jay  Huish 
Deputy  Director 

Kay  Gulbengay 
Executive  Assistant 


Investment  Division 


Retirement  Services  Division 


Carolyn  Hamilton,  CFA 
Chief  Investment  Officer 


Maria  Newport 
Administrator  Retirement  Services 


Glen  Schwartz 

Senior  Investment  Officer 

Alternative  Investment /Real  Estate 


Actuarial  Division: 

Kieran  Murphy,  ASA 
Actuary 


Richard  Piket 

Senior  Investment  Officer  -  Fixed  Income 


Carl  Wilberg 
Senior  Investment  Officer  -  Equities 


Fiscal  Division: 

Les  Win 
Chief  Accountant 

Legal  Counsel: 

Dan  Maguire 
Deputy  City  Attorney 
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Administrative  Division 


The  Retirement  Board,  subject  to  the  provisions  of  the  Charter,  appoints  an  Executive  Director  to 
direct  and  manage  the  Retirement  System's  programs  and  operations. 


The  Administrative  Division  assists  the  Executive  Director  in  the  supervision  and  direction  of 
various  plans  and  programs  of  the  Retirement  System.  The  Division  executes  and  implements 
the  Retirement  Board's  policies  and  directives. 


The  Board  also  appoints  an  Actuary  and  a  Consulting  Actuary,  both  of  whom  provide  actuarial 
expertise  to  the  Retirement  Board  in  the  development  and  implementation  of  plans,  programs  and 
reports  governing  the  benefit  structure  of  the  Retirement  System. 


The  Administrative  Division  performs  a  wide  range  of  services  for  the  Retirement  Board.  The 
Division  prepares  and  distributes  calendars  and  minutes  of  all  Board  meetings,  assists  the  Board 
in  the  conduct  of  its  meetings,  prepares  a  variety  of  reports  and  correspondence  pertaining  to 
Board  activities  and  makes  recommendations  and  proposals  to  the  Board  on  matters  which  affect 
the  administration  and  management  of  the  Retirement  System. 


The  Administrative  Division  oversees  and  monitors  the  City  and  County's  Deferred 
Compensation  Plan  and  administers  hardship  withdrawal  applications. 

The  Administrative  Division  implements  and  administers  the  hearing  officer  process.  Hearing 
Officers,  under  contract  to  the  Retirement  System,  take  testimony  and  make  determinations  on  all 
applications  for  disability  retirement,  disability  leave  and  death  benefits.  Two  agencies,  the 
California  State  Office  of  Administrative  Hearings  and  the  American  Arbitration  Association, 
select  Hearing  Officers  to  conduct  the  various  hearings. 

The  following  pages  provide  statistical  information  regarding  the  Hearing  Officer  process  and  the 
Deferred  Compensation  Plan. 
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Hearing  Officer  Report 
FISCAL  YEAR  1998  -  1999 


CASES 

TOTAL 

NO.  OF 

HEARINGS 

TOTAL 

NO. 

GRANTED 

TOTAL 

NO. 
DENIED 

Industrial  Disability  Retirements 

48 

22 

11 

Ordinary  Disability  Retirements 

73 

55 

Industrial  Disability  Determinations 

6 

2 

8 

Death  Benefits 

6 

4 

1 

Petitions  for  Rehearing 

5 

0 

5 

PERS 

12 

8 

1 

Reinstatements 

0 

0 

0 

TOTAL 

150* 

91 

26 

*  The  number  of  hearings  does  not  equal  number  of  decisions  because  many  decisions  are  held 
over  from  the  previous  year  due  to  the  time  required  in  the  preparation  of  cases  for  disability 
hearings  and  are  not  reported. 

HearingOfficerReportFour-YearComparison 


D  Hearings 
■  Granted 
□  Denied 


1998-99 
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San  Francisco  Deferred  Compensation  (457)  Plan 


The  City  and  County  provides  a  Deferred  Compensation  (457)  Plan  for  its  employees  which  is 
monitored  by  the  Retirement  System's  Administrative  Division.  The  plan  began  in  1979,  and 
permits  City  and  County  employees  to  defer  receipt  and  taxation  of  a  portion  of  their  regular 
compensation  until  they  retire. 

The  Retirement  Board  engaged  in  an  extensive  review  of  options  for  the  management  and 
administration  of  the  San  Francisco  Deferred  Compensation  Plan.  In  June,  the  Board  issued  a 
Request  for  Proposal  for  the  services  of  a  Plan  Administrator  of  the  Deferred  Compensation 
(457)  Plan.  Ten  firms  submitted  proposals  which  were  reviewed  by  Watson  Wyatt,  consultant, 
the  Retirement  System  staff  and  the  Retirement  Board.   In  August  1998,  the  Retirement  Board 
heard  presentations  from  six  finalists  and  in  September  1998,  selected  Aetna  Retirement  Services 
as  the  new  Plan  Administrator  of  the  San  Francisco  Deferred  Compensation  Plan. 

Aetna  was  selected  because  of  significantly  lower  fees,  increased  services  for  participants,  on-line 
internet  communications  and  a  commitment  to  serve  City  and  County  employees  with  dedication 
and  availability. 

In  February  1999,  the  transition  of  the  Deferred  Compensation  (457)  Plan  assets  was  made  from 
Hartford  Life  Insurance  to  Aetna  Retirement  Services.  Selection  of  funds  for  the  participants  was 
made  by  a  Committee  composed  of  Retirement  Board  members,  SFERS  staff  and  Watson  Wyatt 
representatives.  Along  with  the  current  twenty  investment  vehicles,  an  option  to  utilize  a  self- 
directed  brokerage  window  was  made  available  to  participants. 

The  following  page  contains  a  table  showing  the  number  of  participants,  the  different  available 
investment  options  and  the  dollar  amounts  in  each  fund  with  Hartford  Life  from  July  1,  1999  to 
February  1999.  The  February  to  June  1999  statistics  reflect  the  Aetna  Retirement  Services  core 
products  offered  to  participants. 
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Deferred  Compensation  Participation 

Aetna  Life  &  Annuity 

Total  Participant  Investment 

February  2,  1999  -  June  30,  1999 


Fixed  Account 

Ariel  Growth 

Janus  Twenty 

Janus  Aspen  Series  Flexible  Income 

Janus  Aspen  Series  Worldwide 

Janus  Aspen  Series  Balanced 

Aetna  Money  Market 

Aetna  Bond 

Aetna  Balanced  VP 

Aetna  Index  Plus  Large  Cap  VP 

Aetna  Growth  VP 

Aetna  International  VP 

AIM  VI  Capital  Appreciation 

AIM  VI  Growth 

Fidelity  VIP  Equity  Income 

PPI  Scudder  International  Growth 

PPI  MFS  Research  Growth 

PPI  T  Rowe  Price  Growth  Equity 

Calvert  Social  Balance 

Lazard  Small  Cap 

Aetna  Ultimate  -  Brokerage  Account 

TOTAL  AS  OF  6/30/99 


FY  1998-99 

ACTUAL      %  CHANGE 

$194,844,521 

100.00% 

980,441 

100.00% 

137,653,462 

100.00% 

2,875,228 

100.00% 

28,301,547 

100.00% 

7,793,572 

100.00% 

7,793,572 

100.00% 

9,985,453 

100.00% 

85,224,233 

100.00% 

47,873,217 

100.00% 

9,526.111 

100.00% 

2,502,963 

100.00% 

82,331,888 

100.00% 

11,715,521 

100.00% 

14,292,730 

100.00% 

11,714,139 

100.00% 

441,047 

100.00% 

105,400,683 

100.00% 

7,547,777 

100.00% 

1,847,499 

100.00% 

1,644,718 

100.00% 

$790,941,437 

23.65% 
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Deferred  Compensation  Participation:  Three  Year  Comparison 


Hartford  Life  &  Annuity 

Total  Participant  Investment 

July  1,  1998  -  February  1,  1999 


General  (Savings) 

Stock  HLS  Fund,  Inc.  (lc) 

Bond  HLS  Fund,  Inc.  (lg) 

Advisers  HLS  Fund,  Inc.  (If) 

Money  Market  HLS  Fund,  Inc.  (li) 

US  Govt.  Money  Market 

Cap.  Apprec.  HLS  Fund,  Inc.  (lb) 

Mortgage  Sec.  HLS  Fund,  Inc.  (Hi) 

Index  HLS  Fund,  Inc.  (Id) 

Calvert  Social  Balanced  (3) 

Intl.  Opp  HLS  Fund,  Inc.  (la) 

AMS/Amer.  Cent.  20th  Cent.  Ultra 

AMS/Amer.  Cent.  20th  Cent.  Select 

AMS/Amer.  Cent.  20th  Cent.  Bal.  Fund 

AMS/FA  Growth 

AMS/FA  Advisor  Balanced  Fund 

AMS/FA  STR.  OPP 

AMS/FA  Overseas 

Dividend  &  Growth  HLS  Fund,Inc.  (le) 

Scudder  Growth  &  Income  * 

Janus  Twenty  * 

Janus  Worldwide  * 

Putnam  Vista  * 

Putnam  High  Yield  Advantage  * 

Putnam  Intl.  New  Opportunities  * 

American  Century  Income  &  Growth  * 

American  Century  Value  * 

Skyline  Small  Cap  Value  Plus  (2)  * 

Fidelity  Advisor  Growth  &  Income  * 

TOTAL  AS  OF  2/2/99 


Retirees  Receiving  Benefits 

Retiree  Assets 

Number  of  Active  Participants 


FY  1998-99 

FY  1997-98 

FY  1996-97 

ACTUAL 

%  CHANGE 

ACTUAL 

%CHANGE 

ACTUAL 

$204,237,726 

8.50% 

$188,235,969 

1.27% 

$185,866,842 

95,067,488 

4.13% 

91,301,047 

41.07% 

64,721,360 

8,753,135 

26.07% 

6,943.245 

19.87% 

5,792,177 

99,751,121 

7.56% 

92,741,451 

30.04% 

71,318,809 

7,532,570 

41.29% 

5,331,250 

-10.76% 

5.974,330 

0 

0.00% 

0 

0.00% 

0 

63,593,194 

-7.45% 

68,715,336 

23.73% 

55,535,330 

3,302,532 

23.02% 

2,684,496 

-4.50% 

2,810,941 

29,643,747 

22.50% 

24,199,749 

82.83% 

13,236,478 

7,588,688 

8.19% 

7,014,117 

28.21% 

5,470,735 

12,345,234 

-7.32% 

13,319,792 

-24.45% 

17,631,195 

43,786,133 

8.39% 

40,397,080 

45.34% 

7,795,274 

5,450,045 

6.43% 

5,120,716 

21.25% 

4,223,346 

1,762,425 

-6.62% 

1,887,308 

1.14% 

1,866,052 

34,711,632 

-2.19% 

35,487,559 

44.11% 

24,625,532 

5,161,032 

87.44% 

2,753,468 

36.15% 

2,022,304 

918,560 

-32.68% 

1,364,565 

31.81% 

1,035,237 

2,237,750 

-21.46% 

2,849,040 

-33.74% 

4,299,683 

9,354,954 

-27.39% 

12,883,962 

59.52% 

8,076,725 

2,725,251 

59,990,389 

15,915,245 

844,511 

1,387,653 

492,766 

9,069,117 

947,687 

1,133,847 

2,019,805 

$729,724,238 

14.08% 

$639,661,429 

27.35 

$502,302,350 

884 

-5.25% 

933 

9.76% 

850 

95,094-435 

123.25% 

$42,594,949 

2.257% 

$41,528,004 

17,122 

7.37% 

15,947 

12.79% 

14,139 

San  Francisco  Retirement  System 


17 


Annual  Report  Ending  June  30,  1999 


Investment  Division 


The  Retirement  System's  investment  strategies  and  the  composition  of  its  aggregate  portfolio 
have  changed  considerably  over  the  seventy  years  since  its  inception.  Its  goal,  however,  has 
essentially  remained  the  same:  to  maximize  long-term  rates  of  return  on  investments  within 
prudent  guidelines.  These  goals  continue  to  be  met,  as  evidenced  by  the  12.40%  return  on  the 
trust  fund  for  the  fiscal  year  ended  June  30,  1999.  The  market  value  of  all  of  the  investments  in 
the  fund  totaled  $10.9  billion. 


The  Investment  Division's  professional  staff  serves  as  a  resource  to  the  Retirement  Board  in  the 
development  of  investment  policies  and  practices  and  assists  in  the  performance  of  the  Board's 
fiduciary  responsibilities  to  the  pension  trust.  Staff  also  analyzes,  develops  and  recommends 
asset  allocation  mixes,  manages  investment  portfolios,  and  monitors  the  activities  and 
performance  of  external  investment  managers. 


At  the  end  of  the  fiscal  year,  approximately  21%  of  the  pension  Fund's  assets  were  managed 
internally,  including  $1.0  billion  in  domestic  bonds  and  $1.3  billion  in  domestic  equities.  The 
balance  of  the  portfolio  was  managed  externally  by  investment  firms  specializing  in  asset  classes 
such  as  global  fixed  income,  international  equities,  real  estate,  and  alternative  investments. 


Investment  Portfolio  Performance 


For  the  fiscal  year  ended  June  30,  1999,  the  rate  of  return  on  the  trust  fund  was  12.40%,  led  by 
robust  gains   in  domestic  equities  of   18.7%,   and  in  alternative  investments  of  14.7%. 
Expectations  of  rising  inflation  held  gains  in  domestic  fixed  income  to  3.2% . 

Overseas,  the  recovery  in  Asia  led  to  high  international  equity  returns  of  15.8%;  however,  rising 
interest  rates  abroad  caused  the  global  fixed  income  portfolio  to  decline  in  value  by  1.7%. 

In  summary,  the  twelve-month  return  of  12.40%  was  substantially  above  the  8.25%  necessary  to 
meet  long  term  funding  requirements. 
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Investment  Highlights  of  the  1998-1999  Fiscal  year 


During  the  fiscal  year  ended  June  30,  1999,  rising  profits  for  U.S.  and  international  corporations 
resulted  in  substantially  higher  asset  prices  including  public  and  private  equity  and  equity  real 
estate.  As  a  result  of  the  strength  in  these  sectors,  the  Retirement  Fund's  total  return  on 
investments  was  12.40%. 

Two  major  asset  sector  reviews,  domestic  equities  and  equity  real  estate,  were  completed  during 
the  fiscal  year.    These  resulted  in  an  increase  in  index  fund  investments  and  a  shift  to  a  more 
aggressive  real  estate  policy.  In  domestic  fixed  income,  two  new  high  yield  managers  were  hired. 
In  addition,  as  part  of  the  ongoing  strategic  plan,  new  investments  were  made  in  venture  capital  and 
special  asset  funds. 

The  following  chart  illustrates  the  allocation  of  major  fund  assets  as  of  June  30,    1999. 
Approximately  63%  were  invested  in  domestic  stocks  and  bonds.    Real  estate  assets  were  5%  and 
alternative  investments  9%.  International  and  global  assets  were  20%  of  the  Fund. 


Asset  Allocation  as  of  June  30,  1999  -  Market  Value 


International  Equity  Investments        Rea|  gstate 

16%  9%  5%         Cash 

3% 

Domestic  Equity 
40% 


Domestic  Fixed 

Income 

23% 
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Portfolio  Investments  as  of  June  30,  1999 


CATEGORY 


COST 


% 


MARKET 


Cash  &  Cash  Equivalents 


$297,795,743      3.40%  $304,649,273        2.80% 


EQUITIES 

Basic  Industries 

174,741,752 

1.99% 

221,109,531 

2.03% 

Capital  Goods  Industries 

152,535,114 

1.74% 

264,395,007 

2.43% 

Consumer  Durables 

62,487,965 

.71% 

84,096,011 

0.77% 

Consumer  Non-durables  &  Services 

703,669,218 

8.02% 

1,107,036,052 

10.19% 

Energy 

165,290,182 

1.88% 

219,454,579 

2.02% 

Financial  Services 

498,919,228 

5.69% 

714,188,812 

6.57% 

Miscellaneous 

557,339,394 

6.36% 

604,712,196 

5.56% 

Technology 

321,035,130 

3.66% 

773,080,810 

7.11% 

Utilities 

256,211,588 

2.92% 

414,959,212 

3.82% 

Foreign  Stock 

1,276,029,205 

14.55% 

1,708,947,024 

15.72% 

TOTAL  EQUITIES 

4,168,258,776 

47.53% 

6,111,979,234 

56.24% 

FIXED  INCOME 

Basic  Industries 

106,116,578 

1.21% 

107,412,840 

0.99% 

Capital  Goods  Industries 

13,447,128 

0.15% 

13,772,625 

0.13% 

Consumer  Durables 

13,117,957 

0.15% 

13,236,117 

0.12% 

Consumer  Non-Durables  &  Srvcs. 

165,048,279 

1.88% 

166,853,061 

1.54% 

Energy 

13,544,317 

0.15% 

13,356,311 

0.12% 

Financial  Services 

265,960,629 

3.03% 

254,830,664 

2.34% 

Miscellaneous 

647,703,360 

7.39% 

550,719,657 

5.07% 

Mortgages 

181,682,202 

2.07% 

175,072,746 

1.61% 

Technology 

11,501,575 

0.13% 

10,570,239 

0.10% 

US  Government 

1,178,967,760 

13.44% 

1,176,158,838 

10.82% 

Utilities 

53,317,402 

0.61% 

55,136,374 

0.51% 

Foreign  Government  &  Corporate 

483,010,567 

5.51% 

472,438,991 

4.35% 

TOTAL  FLXED  INCOME 

Real  Estate  Total 

Venture  Capital  and  Partnerships 

Total  Other  Investments 

GRAND  TOTAL 


3,133,417,754  35.73%   3,009,558,463   27.69% 


488,829,567      5.57% 
680,557,750      7.76% 


513,737,188 
928,601,465 


1,169,387,317     13.34%       1,442,338,653 
8.768,859,590      100%       10,868,525,623 


4.73% 
8.54% 

13.27% 

100% 
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Retirement  Services  Division 


The  Operations  Division  provides  a  range  of  services  to  members  and  their  beneficiaries.  These 
services  include  active  and  retired  member  counseling,  calculation  of  benefits  and  pension 
payments.  The  Operations  Division  also  provides  post  retirement  benefits  such  as  the  processing 
of  members'  requests  for  verification  of  information,  documents  or  forms,  address,  beneficiary 
and  tax  withholding  changes.  The  following  units  comprise  the  Division: 

Member  Services  Unit: 

This  Unit  provides  information  and  counseling  to  new  employees  upon  becoming  eligible  for 
Retirement  System  membership.  In  addition,  all  personnel  transactions  such  as  promotions, 
transfers  and  terminations  are  processed  in  this  unit.  Current  members  are  provided  services 
regarding  rate  of  contribution,  address,  beneficiary  and  birth-date  changes.  Requests  for 
verification  of  information  are  processed  in  this  unit.  Members  considering  retirement  are 
counseled  by  staff  in  this  unit,  and  retirement  applications  are  processed  by  staff  at  the  time  of  the 
counseling  session.  This  unit's  staff  visits  homes  and  hospitals  for  member  counseling  and 
retirement  sign-up  when  illnesses  prohibit  visits  to  the  Retirement  System. 

Member  Accounts  and  Data  Base  Maintenance  Unit: 

This  Unit  performs  a  wide  range  of  services  such  as  initiating  and  maintaining  members' 
retirement  accounts,  maintaining  records  and  related  matters  and  closing  members'  accounts. 
Processing  the  members'  election  to  purchase  and  follow-up  of  members'  buyback  payment 
schedules  are  processed  by  the  staff  in  this  unit.  In  addition  this  unit  is  responsible  for  members' 
annual  benefit  statements  and  the  posting  of  payroll  data  in  the  data  base  system.  Updates  of 
members'  data  in  the  computer  system  are  performed  by  this  unit's  staff. 


Buy-back  Project  Unit: 

Research  of  payroll  records  for  verification  of  service,  calculation  of  buybacks  (prior  service, 
redeposit,  shortage,  contributions  owed),  and  notification  to  members  of  the  cost  of  buybacks. 

Benefits  Calculation  Unit: 

All  benefits  paid  on  account  of  a  member's  retirement,  death  or  termination  are  calculated  and 
processed  for  payment  in  this  unit.  The  staff  in  this  unit  also  adjusts  benefits  due  to  cost  of 
living,  court  orders,  Internal  Revenue  Service  and  Franchise  Tax  Board  levies  and  Family 
Support. 

Microfilm  and  Records  Unit: 

The  records  of  active  and  retired  members  are  maintained  by  this  unit  as  well  as  all  payroll  data 
and  documents  necessary  for  processing  benefits.  Records  are  microfilmed  and  copies  of  all 
microfilmed  records  are  kept  at  an  off-site  location. 
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Plan  Membership 


The  Retirement  System  administers  three  separate  sets  of  benefits  for  City  and  County 
employees:  the  Miscellaneous  Plan,  the  Police  Plan  and  the  Fire  Plan.  Each  of  the  plans 
consists  of  two  tiers.  Police  and  Miscellaneous  Tier  and  benefits  were  set  by  a  Charter 
Amendment  passed  by  the  electorate  in  1976;  Fire  Tier  2  benefits  are  set  by  a  Charter 
Amendment  passed  in  November  1996;  Police  Tier  2  benefits  are  set  by  a  Charter  Amendment 
passed  in  November  1998. 

Employees  in  certain  job  classifications  of  the  City  and  County  of  San  Francisco  may  also  be 
eligible  for  membership  in  other  retirement  systems. 

In  1968,  deputized  personnel  of  the  Sheriffs  Department  were  authorized  to  transfer  to  the  State 
of  California  Public  Employees'  Retirement  System  (CALPERS).  Airport  Police  and 
Institutional  Police  personnel  were  authorized  to  transfer  to  CALPERS  in  1984  and  1985, 
respectively.  District  Attorney  Investigators  similarly  were  authorized  to  transfer  to  CALPERS 
in  1986. 

In  1972,  school  teachers  were  authorized  to  transfer  to  the  State  Teachers  Retirement  System 
(STRS). 

On  September  1,  1990,  employees  who  were  Adult  and  Juvenile  Probation  Officers  on  that  date 
became  CALPERS  members  for  all  prospective  service  rendered  in  qualified  job  classes.  Past 
service  credit  was  transferred  for  most  members  in  September  1996. 

On  September  1,  1995,  Retirement  System  membership  rules  were  changed:  employees  who  had 
earned  not  less  than  1040  hours  of  compensation  during  any  12-month  period  became  eligible  for 
retirement  membership  on  the  first  day  of  the  pay  period  following  the  payperiod  in  which  the 
member  earns  1040  hours  of  compensation. 

On  December  27,  1997,  130  Airport  Police  Officers  became  members  of  the  SFERS  under 
Charter  Section  8.586  (Police  New  Plan.) 

On  February  21,  1998,  158  miscellaneous  members  in  Paramedic  job  classes  who  were  members 
of  SFERS  under  Charter  Sections  8.509  and  8.584,  became  members  of  SFERS  under  Charter 
Section  8.588  (Fire  New  Plan.) 

Active  Membership 


As  of  June  30,  1999,  there  were  24,935  members  of  the  miscellaneous  plan,  2,145  members  of 
the  Police  plan,  and  1,732  members  of  the  Fire  plan.  Active  membership  increased  by 
approximately  4.3%  during  FY  98-99.  Please  refer  to  tables  on  page  27  for  membership  as  of 
June  30,  1999,  and  previous  fiscal  years. 

Miscellaneous  members  comprise  approximately  86.5%  of  the  total  membership.  Approximately 
10%  of  the  total  miscellaneous  members  are  employees  who  were  hired  before  November  2, 
1976. 
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Police  officers  and  firefighters  comprise  approximately  7.4%  and  6.0%  of  the  total  membership, 
respectively. 

Miscellaneous  Plan  members  are  members  of  the  Social  Security  System.  Social  Security 
coverage  was  first  made  available  to  City  and  County  employees  in  September  1959.  Members 
covered  under  Social  Security  may  elect  to  reduce  their  contributions  to  the  Retirement  System 
by  a  portion  of  the  amount  contributed  to  Social  Security  annually.  These  members  will  have 
account  shortages  and  will  have  reduced  pensions  on  retirement  if  the  shortages  are  not  paid  prior 
to  retirement. 

Benefits  of  active  employees  are  described  in  the  following  Charter  Sections: 


CHARTER 
SECTION 

EMPLOYEE  GROUP 

8.509 

Miscellaneous  members  before  November  2,  1976 

8.584 

Miscellaneous  members  on  or  after  November  2,  1976 

8.559 

Police  members  before  November  2,  1976 

8.586 

Police  members  on  or  after  November  2,  1976 

8.585 

Fire  members  before  November  2,  1976 

8.588 

Fire  members  on  or  after  November  2,  1976 

Other  Charter  References: 

CHARTER 
SECTION 

EMPLOYEE  GROUP 

!              8.514 

Social  Security  Coverage  for  Miscellaneous  Employees 

8.508-1 

Teachers  in  STRS 

8.505 

Port  Employees  -  CALPERS 

8.506 

Sheriffs  Employees  -  CALPERS 

8.506-2 

Airport  Police  Officers,  Institutional  Police  Officers,  District  Attorney 
Investigators,  Probation  Officers  -  CALPERS 

8.506-3 

Housing  Authority  Police  -  CALPERS 

8.586 

Airport  Police  Officers  -  SFERS  members 

8.588 

Paramedics 
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Membership  as  of  June  30,  1999 


(Three  year  comparison) 


CHARTER 
SECTION 

EMPLOYEE 
TYPE 

NUMBER  OF  ACTIVE  AMBERS 

AS  OF 
6/30/99 

AS  OF 

6/30/98 

AS  OF 
6/30/97 

8.509 

Miscellaneous  members  before 
November  2,  1976 

2,516 

2,782 

3,047 

8.584 

Miscellaneous  members  on  or  after 
November  2,  1976 

22,419 

21,088 

20,387 

8.559 

Police  members  before  November  2, 
1976 

363 

396 

415 

8.586 

Police  members  on  or  after 
November  2,  1976 

1,782 

1,716 

1,581 

8.585 

Firefighter  members  before 
November  2,  1976 

418 

460 

512 

8.588 

Firefighter  members  on  or  after 
November  2,  1976 

1,314 

1,170 

953 

TOTAL    EMPLOYEE  S 

28,812 

27,612 

26,895 
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City  and  County  Rates  of  Contributions 


As  a  Percentage  of  Payroll 


COVERED  PERIOD 

POLICE 

FIRE 

MISC. 

1995-96  (1st  half) 

14.79% 

12.44% 

4.98% 

1995-96  (2nd  half) 

12.69% 

10.58% 

4.29% 

1996-97  (1st  half) 

0% 

0% 

1.83% 

1996-97  (2nd  half) 

0% 

0% 

0% 

1997-98 

0% 

0% 

0% 

1998-99 

0% 

0% 

0% 

Note:  Rates  of  contribution  are  composite  rates  for  Old  and  New  groups. 


Employee  Contribution  Rates 


As  a  Percentage  of  Payroll 


GROUP 

RATE  OF  CONTRIBUTION 

Miscellaneous  (Old)* 

8.00% 

Miscellaneous  (New) 

7.50 

Police  (Old) 

7.00 

Police  (New) 

7.50 

Fire  (Old) 

7.00 

Fire  (New) 

7.50 

♦Contributions  for  Old  Plan  Miscellaneous  Employees  (Charter  Section  8.509)  are  based  on 
gross  income.  Contributions  for  other  groups  are  based  on  gross  income  minus  overtime 
compensation. 
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Member  Services  Unit 


The  following  table  summarizes  several  activities  of  the  Member  Services  Unit  during  fiscal  year 
1998  -  99: 


ACTIVITY 

TOTAL 

Retirement  Appointments 

1,303 

Retirement  Applications  Processed 

668 

Personnel  Transactions: 

4,017 

New  Members 

1,437 

New  Members  (1040  hours  membership  ordinance) 

1,064 

Rehires 

181 

Promotions  /  Transfers 

1,335 

Fire  Recruits 

119 

Police  Recruits 

56 

Sheriff  Recruits 

38 

Visitors 

17,595 

Mail  (letters) 

16,513 

Home  Visits 

26 

Group  Presentations 

14 

Beneficiary  Changes 

1,294 

Rate  Changes 

42 

Refund  Packets 

1,017 

Verification  of  Pension  or  Benefit  Data 

505 

Electronic  Fund  Transfer  (new  &  change) 

2,033 

Other  (address,  name,  SSN  changes  +  withholing  tax  changes) 

2,100 

Retirement  appointments  increased  15.6%  in  fiscal  year  1998-99  when  compared  to  appointments 
in  1997-98,  from  1,127  in  1997-98  to  1,303  in  1998-99.  Retirement  applications  processed 
decreased  8.5%,  from  730  in  1997-98  to  668  in  1998-99. 

Personnel  transactions  processed  increased  11.9%  in  1998-99,  from  3,590  in  fiscal  year  1997-98 
to  4,017  in  1998-99. 
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Promotions  and  transfers  accounted  for  33.3%  of  all  personnel  transactions  processed  in  fiscal 
year  1998-99. 

Twenty-six  retirement  counseling  sessions  were  held  in  hospitals  or  members'  homes  due  to  the 
members'  inability  to  visit  our  office. 

The  staff  made  fourteen  group  presentations  for  membership  enrollment.  Generally,  new 
members  in  job  classes  such  as  fire  and  police  recruits,  transit  operators,  eligibility  workers  and 
sheriff  recruits  are  counseled  at  their  work  location. 


Pension  Benefits 


Fiscal  Year  1998-1999 


Several  tables  follow  which  show  the  distribution  of  benefits  by  retirement  type  (service, 
ordinary  disability,  industrial  disability  and  vesting),  and  type  of  recipient  (member,  beneficiary). 


Number  of  New  Retirees 


GROUP 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABDLITY 

TOTAL 

Miscellaneous 

408 

141 

0 

21 

570 

Fire 

40 

0 

3 

0 

43 

Police 

32 

0 

2 

0 

34 

TOTAL 

*480 

141 

17 

55 

647 

The  total  number  of  new  retirees  in  fiscal  year  1998-1999  was  647,  approximately  18.8%  lower 
than  in  1997-98.  Out  of  the  total  number  of  new  retirees  in  1998-99,  74.2%  were  service 
retirees. 

*  Total  service  retirees  in  the  fiscal  year  1998-99  includes  applications  for  industrial  and  ordinary 
disabilities  which  have  reached  service  retirement  but  are  pending  decision  for  disability 
application. 

Miscellaneous  new  retirees  accounted  for  approximately  88.1%  of  the  total  number  of  new 
retirees  in  1998-99.  In  fiscal  year  1997-98  miscellaneous  new  retirees  were  87.3%  of  the  total 
number  of  new  retirees  in  that  year. 

Police  and  Fire  new  retirees  were  5.3%  and  6.6%,  respectively,  of  the  total  number  of  new 
retirees  in  1998-99.  In  1997-98,  Police  and  Fire  new  retirees  were  each  4.6%  and  8.0%  of  total 
number  of  new  retirees. 
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Service  Credit  at  Retirement 


Miscellaneous  Members 


YEARS  OF 
SERVICE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

10 

28 

0 

38 

6-10 

20 

59 

0 

79 

11-15 

65 

34 

8 

107 

16-20 

57 

17 

4 

78 

21-25 

93 

3 

3 

99 

26-30 

97 

0 

5 

102 

31-35 

43 

0 

1 

44 

36-40 

22 

0 

0 

22 

Over  40 

1 

0 

0 

1 

TOTAL 

408 

141 

21 

570 

PERCENT 

71.6 

24.7 

3.7 

100 

Approximately  70%  of  the  total  miscellaneous  retirees  (401)  are  credited  with  less  than  26  years 
of  service.  The  average  number  of  years  of  service  credited  to  miscellaneous  retirees  who  retired 
in  1998-99  was  nineteen  years.  Approximately  28%  of  the  total  miscellaneous  retirees  retired  for 
vesting  and  ordinary  disability  in  1998-99  compared  to  29%  of  the  miscellaneous  retirees  who 
retired  for  vesting  and  ordinary  disability  in  1997-98.  Vesting  retirement  requires  a  minimum  of 
five  years  of  service,  and  ordinary  disability  requires  a  minimum  of  ten  years. 

Miscellaneous  retirees  who  retired  for  service  were  credited  with  an  average  of  22  years  of  service 
while  those  who  retired  for  ordinary  disability  were  credited  with  an  average  of  19  years  of 
service. 
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Service  Credit  at  Retirement 


Police  and  Fire  Members 


NO.  OF 
YEARS 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

0-5 

0 

0 

0 

0 

0 

6-10 

0 

0 

0 

0 

0 

11-15 

0 

0 

0 

0 

0 

16-20 

2 

0 

0 

0 

2 

21-25 

3 

0 

1 

0 

4 

26-30 

53 

0 

2 

0 

55 

31-35 

14 

0 

2 

0 

16 

36-40 

0 

0 

0 

0 

0 

Over  40 

0 

0 

0 

0 

0 

TOTAL 

72 

0 

5 

0 

77 

Percent 

93.5 

0 

6.5 

0 

100.0 

The  average  number  of  years  of  service  credited  to  Police  and  Fire  retirees  in  fiscal  year  1998-99 
was  approximately  28  years  and  in  1997-98  it  was  approximately  26  years. 

Approximately  8%  of  the  total  Police  and  Fire  retirees  were  credited  with  less  than  26  years; 
92%  were  credited  with  more  than  26  years. 

Police  and  Fire  retirees  who  retired  for  service  were  credited  with  an  average  of  28  years  of 
service  in  1998-99  while  those  who  retired  for  ordinary  disability  and  industrial  disability  were 
credited  with  an  average  of  29  years. 
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Age  At  Retirement 


Miscellaneous  Employees 


AGE 

SERVICE 

VESTING 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

29 

75 

12 

116 

20.4 

55-60 

134 

40 

9 

183 

32.1 

61-65 

173 

18 

0 

191 

33.5 

Over  65 

72 

8 

0 

80 

14.0 

Total 

408 

141 

21 

570 

100.0 

Police  and  Fire 


AGE 

SERVICE 

VESTING 

INDUSTRIAL 
DISABILITY 

ORDINARY 
DISABILITY 

TOTAL 

PERCENT 

Under  55 

30 

0 

3 

0 

33 

42.9 

55-60 

33 

0 

2 

0 

35 

45.4 

61-65 

8 

0 

0 

0 

8 

10.4 

Over  65 

1 

0 

0 

0 

1 

1.3 

TOTAL 

72 

0 

5 

0 

77 

100.0 

The  average  age  of  all  miscellaneous  retirees  who  retired  in  1998-99  was  59  years;  for  all  safety 
retirees  the  average  age  was  55  years. 

Miscellaneous  retirees  who  retired  for  service  were  61  years  old  on  the  average;  safety  retirees 
who  retired  for  service  were  55  years  old  on  the  average. 
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Total  Retirement  Allowances 


Retired  Members  and  Survivors  (Three  year  comparison) 


CATEGORY 

SERVICE 

DISABILITY* 

DEATH  IN 

LINE  OF 

DUTY 

TOTAL 

As  of  6/30/99 

Miscellaneous 

11,239 

1,701 

35 

12,975 

Fire 

805 

818 

54 

1,677 

Police 

1,035 

769 

57 

1,861 

TOTAL 

13,079 

3,288 

146 

16,513 

As  of  6/30/98 

Miscellaneous 

10,623 

1,696 

N/A 

12,319 

Fire 

779 

815 

57 

1,651 

Police 

986 

782 

59 

1,827 

TOTAL 

12,388 

3,293 

116 

15,797 

As  of  6/30/97 

Miscellaneous 

11,165 

1,646 

N/A 

12,811 

Fire 

779 

793 

59 

1,631 

Police 

1,010 

781 

59 

1,850 

TOTAL 

12,954 

3,220 

118 

16,292 

*Includes  Ordinary  (Miscellaneous,  Fire,  and  Police)  and  Industrial  (Fire  and  Police) 
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Monthly  Retirement  Benefits  Paid 


Three  year  Comparison: 


SERVICE 

DISABILITY 

DEATH  IN 
LINE  OF  DUTY 

TOTAL 

As  of  6/30/99 

Miscellaneous 

$16,123,000 

$1,843,331 

N/A 

$17,966,331 

Fire 

2,435,779 

2,367,244 

117,480 

4,920,503 

Police 

3,200,133 

1,958,099 

138,177 

5,296,409 

TOTAL 

$21,758,912 

$6,168,674 

$255,657 

$28,183,243 

As  of  6/30/98 

Miscellaneous 

$15,052,862 

$1,670,830 

$31,292 

$16,754,984 

Fire 

2,303,060 

2,276,055 

122,845 

4,701,960 

Police 

2,936,854 

1,802,685 

136,428 

4,875,967 

TOTAL 

$20,292,776 

$5,749,776 

$290,566 

$26,332,912 

As  of  6/30/97 

Miscellaneous 

$13,818,679 

$1,538,577 

0 

$15,357,256 

Fire 

2,126,441 

2,125,122 

122,107 

4,373,670 

Police 

2,816,950 

1,712,009 

127,955 

4,656,914  | 

TOTAL 

$18,762,070 

$5,375,708 

$250,062 

$24,387,840 

Approximately  64%  ($17,966,331)  out  of  the  total  monthly  retirement  benefits  paid  as  of  June 
30,  1999  ($28,183,243)  was  paid  to  miscellaneous  retirees  and  continuants. 

Monthly  retirement  benefits  paid  to  service  retirees  ($21,758,912)  represented  approximately 
77%  of  the  total  monthly  benefits.  Disability  benefits  were  approximately  22%  of  all  monthly 
retirement  benefits  as  of  June  30,  1999. 
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Death  Benefits  Paid 


Three  Year  Comparison: 


1998-99 

1997-1998 

1996-1997 

NUMBER  OF  DEATHS 

Active  Members 

53 

55 

54 

Retired  Members 

519 

545 

357 

Continuants 

203 

189 

163 

TOTAL 

775 

789 

574 

TYPE  OF  BENEFIT 

Due  to  Active  Member  Deaths 

Refund  of  Contributions 

30 

50 

99 

6  Months  Earnable  Salary 

30 

46 

99 

SUBTOTAL 

60 

96 

198 

Due  to  Retired  Member  Deaths 

Continuation 

246 

247 

217 

Option  1  (Refund  of  Member 

Accumulated  Contributions 

40 

47 

82 

$100/Year  for  Each  Year  of 

492 

488 

419 

SUBTOTAL 
TOTAL 

778 

782 

718 

838 

878 

916 

Industrial  Death  Allowances* 

o 

0 

o 

The  number  of  deaths  in  1998-99  decreased  by  approximately  2%  over  fiscal  year  1997-98. 

There  was  a  decrease  in  the  number  of  benefits  paid  due  to  the  death  of  active  members,  from  96 
in  1997-98  to  60  in  1998-1999. 

The  number  of  payments  processed  due  to  the  deaths  of  active  and  retired  members  was  838  in 
1998-99,  approximately  5%  lower  than  in  1997-98 

*Number  of  allowances  paid  to  eligible  dependents  of  Police  Officers  and  Firefighters  who  died  as  a  result  of  injury  or 
illness  incurred  in  the  performance  of  duty. 
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Three  Year  Comparison: 


Withdrawal  of  Contributions 


NUMBER 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

AMOUNT 

PERCENT 

VARIANCE 

PRIOR 

YEAR 

As  of  6/30/99 

Miscellaneous 

440 

4,739,632 

Fire 

0 

0 

Police 

5 

175,952 

Adjustments 

94 

146,423 

Non-Member 
TOTAL 

As  of  6/30/98 

0 
539 

5.3 

0 

$5,062,007 

20.2 

Miscellaneous 

402 

$3,784,744 

Fire 

0 

0 

Police 

4 

166,092 

Adjustments 

106 

260,236 

Non-Member 

0 

0 

TOTAL 

As  of  6/30/97 

512 

<0.8> 

$4,211,072 

<23.6> 

Miscellaneous 

430 

$4,901,479 

Fire 

4 

228,867 

Police 

5 

315,666 

Adjustments 

77 

66,835 

Non-Member 
TOTAL 

0 
516 

0 

<6.4> 

$5,512,847 

41.3 

The  number  of  refunds  processed  in  fiscal  year  1998-99  was  5.3%  more  than  the  number  of 
refunds  in  fiscal  year  1997-98  and  it's  4.5%  more  than  fiscal  year  1996-97. 
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Fiscal  Division 


The  Fiscal  Division  is  responsible  for  providing  financial  information  to  management  for 
planning,  control,  and  decision-making  purposes.  Financial  reporting  includes  the  preparation  of 
the  Retirement  System's  financial  position  and  operating  results  in  accordance  with  generally 
accepted  accounting  principles  applicable  to  a  public  employee  retirement  system.  Financial 
statements  and  required  supplemental  information  include: 


Net  Assets  held  in  trust  for  Pension  Benefits 

Statement  of  Changes  in  Plan  Net  Assets 

Actuarial  Report  and  Historical  Information 

Disclosures  as  required  by  Governmental  Accounting  Standards  Board  (GASB) 


The  Accounting  and  financial  reporting  functions  are  divided  into  several  major  activities,  which 
include: 

Investments  accounting 

Accounting  for  member  and  employer  contributions 

Benefits  payment  accounting 

Accounting  for  employees'  deferred  compensation 

Systems  and  database  maintenance 

Budgeting  and  appropriations  control 

General  ledger  and  reports 


In  addition,  the  Fiscal  Division  provides  statistical  and  financial  data  for  actuarial  projections, 
cash  flow  projections,  and  calculation  of  required  city  contributions  to  ensure  that  the  employees' 
Retirement  System  is  adequately  funded  at  all  times. 

The  accompanying  audited  statements  of  net  assets  available  for  pension  benefits  as  of  June  30, 
1999,  and  1998  and  the  related  statements  of  changes  in  net  assets  held  in  trust  for  pension 
benefits  are  presented  to  provide  information  on  the  financial  status  of  the  pension  trust  fund. 
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Annual  Report  Ending  June  30,  1999 


Pension  Fund  Income 
1998-1999 


INCOME 

AMOUNT 

City  and  County  Contributions 

$                       276,147 

Employee  Contributions 

120,574,798 

Interest  Earned 

203,593,733 

Dividends  Earned 

75,210,418 

Real  Estate  Income 

34,988,747 

Securities  Lending  Income-Net 

11,796,464 

Dollar  Roll  Income  -  Net 

634,254 

Recaptured  Commission  Income  -  Net 

605,002 

Alternative  Investment  Income 

14,299,823 

Investment  Expenses 

(20,885,762 

Subtotal 

$                441,093,624 

DOMESTIC     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Short-Term  Securities 

$                   1,729,889 

Gain  (Loss)  on  Sale  of  Stocks 

341,394,768 

Gain  (Loss)  on  Sale  of  Government  Bonds 

8,540,514 

Gain  (Loss)  on  Sale  of  Corporate  Bonds 

1,750,501 

Gain  (Loss)  on  Sale  of  Real  Estate 

(7,133,915) 

Gain  (Loss)  on  Sale  of  Venture  Capital 

86,176,397 

Gain  (Loss)  on  Futures 

(3,341,325) 

Subtotal 

$                429,116,829 

INTERNATIONAL     INVESTMENTS 

Gain  (Loss)  on  Sale  of  Stocks 

$                  77,750,846 

Gain  (Loss)  on  Sale  of  Bonds 

30,266,916 

|  Gain  (Loss)  on  Sale  of  Currency  Conversion 

(38,290,628) 

1  Gain  (Loss)  on  Sale  of  Futures  Contracts 

2,020 

Subtotal 

$                   69,729,154 

TOTAL      INCOME 

$               939,939,607 

1  Increase/ (Decrease)  From  Fiscal  Year  1997  -  98 

$              (225,504,459) 

San  Francisco  Retirement  System 
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Annual  Report  Ending  June  30.  1999 


Pension  Fund  Disbursements 
1998-1999 


PAYMENTS/EXPENSES 

AMOUNT 

Service  Retirement  Payments 

$                247,002,321 

Withdrawals 

5,095,282 

Disability  Retirement  Payments 

71,306,451 

Death  Allowance  Payments 

3,503,910 

Death  Benefits 

1,750,776 

Normal  Contributions  Paid  as  Death  Benefit 

1,233,481 

Retired  Annuitant  Rolls  (Option  1  Death  Benefit) 

1,301,407 

Proposition  C  -  Cost  of  Living  Adjustment 

9,995,692 

Administrative  Expenses 

6,360,630 

TOTAL    PAYMENTS    &    EXPENSES 

$                347,549,950 

Increase    Over    Fiscal    Year    1997-1998 

$                  23,197,809 

San  Francisco  Retirement  System 


42 


Annual  Report  Ending  June  30,  1999 


THREE  YEAR  COMPARISON 


City  and  County  Contributions 


GROUP 

1998-99 

1997-98 

1996-97 

Miscellaneous 

$                  276,147 

$                    84,153 

$              9,506,905 

Fire 

5,252 

Police 

. 

523 

TOTAL 

$                 276,147 

$                    84,153 

$              9,512,680 

Employee  Contributions 


GROUP 

1998-99 

1997-98 

1996-97 

Miscellaneous 

$              102,979,112 

$                96,125,724 

$                90,881,911 

Fire 

7,617,027 

6,662,930 

6,098,100 

Police 

9.978,659 

9,184,700 

8,224,484 

TOTAL 

$             120,574,798 

$              111,973,354 

$              105,204,495 

San  Francisco  Retirement  System 
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Annual  Report  Ending  June  30,  1999 


Three  Embarcadero  Center 
San  Francisco,  CA  94111 


Independent  Auditors'  Report 


Honorable  Mayor  and  Board  of  Supervisors 
City  and  County  of  San  Francisco: 

We  have  audited  the  accompanying  statements  of  plan  net  assets  of  the  San  Francisco  City  and  County 
Employees'  Retirement  System  (the  Retirement  System)  as  of  June  30,  1999  and  1998,  and  the  related 
statements  of  changes  in  plan  net  assets  for  the  years  then  ended.  These  financial  statements  are  the 
responsibility  of  the  Retirement  System's  management.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  materia]  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for  our 
opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
information  regarding  the  San  Francisco  City  and  County  Employees'  Retirement  System's  net  assets  as  of 
June  30,  1999  and  1998,  and  changes  therein  for  the  years  then  ended  in  conformity  with  generally 
accepted  accounting  principles. 

The  Schedules  of  Funding  Progress  and  Employer  Contributions  and  the  Year  2000  information  on 
pages  16  to  19  are  not  required  parts  of  the  financial  statements  of  the  Retirement  System  but  are 
supplementary  information  required  by  the  Governmental  Accounting  Standards  Board,  and  we  did  not 
audit  and  do  not  express  an  opinion  on  such  information.  We  have  applied  to  the  Schedules  of  Funding 
Progress  and  Employer  Contributions  certain  limited  procedures  prescribed  by  professional  standards, 
which  consisted  principally  of  inquiries  of  management  regarding  the  methods  of  measurement  and 
presentation  of  the  schedules.  We  were  unable  to  apply  certain  of  these  limited  procedures  to  the  Year 
2000  information  because  of  the  nature  of  the  subject  matter  underlying  the  disclosure  requirements  and 
because  sufficiently  specific  criteria  regarding  the  matters  to  be  disclosed  have  not  been  established.  In 
addition,  we  do  not  provide  assurance  that  the  Retirement  System  is  or  will  become  Year  2000  compliant, 
that  the  Retirement  System's  Year  2000  remediation  efforts  will  be  successful  in  whole  or  in  part,  or  that 
parties  with  which  the  Retirement  System  does  business  are  or  will  become  Year  2000  compliant. 


^ 


Sr    LHP 
October  15, 1999 
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SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Plan  Net  Assets 
June  30,  1999  and  1998 


Assets 

Deposits 

Contributions  receivable  -  members 

Investment  income  receivable: 
Interest 
Dividends 

Securities  lending  income 
Dollar  roll  income  receivable 

Receivables  from  brokers 

Receivables  under  fixed  coupon  dollar  repurchase  agreements 

Investments  at  fair  value: 
Short-term  bills  and  notes 
Debt  securities: 

U.S.  government  securities 

Other  debt  securities 
Equity  securities 
Real  estate 
Venture  capital 
Forward  currency  contracts 
Investments  in  lending  agents'  short-term  investment  pool 

Total  investments 

Total  assets 

Liabilities 

Payable  to  brokers 

Obligations  under  fixed  coupon  dollar  repurchase  agreements 

Other  liabilities 

Payable  to  borrowers  of  securities 

Total  liabilities 

Net  assets  held  in  trust  for  pension  benefits  (a  schedule  of 
funding  progress  is  presented  on  page  16) 


1999 


1998 


(in  thousands) 

5,153 

8,850 

5,484 

5,402 

38,319 

4,540 

788 

48 

31,203 
8,668 
1,069 

229,342 

167,435 
199,500 

545,255 


976,437 


1,166,685 

1,842.873 

6,111,979 

513,737 

928,601 

(985) 

1,458,610 

1,279,343 

1,515,547 

5,117,033 

493,836 

616,429 

681 

1,481.542 

12,566,755 

11,480,848 

12,850,429 

11.902.975 

222,224 

293,362 

7,691 

1,458,610 

178,868 

399,688 

6,120 

1,481.542 

1,981,887 

2,066.218 

10,868.542 

9.836.757 

See  accompanying  notes  to  financial  statements. 
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Annual  Report  Ending  June  50,  1999 


SAN  FRANCISCO  CITY  AND  COUNTY  EMPLOYEES'  RETIREMENT  SYSTEM 

Statements  of  Changes  in  Plan  Net  Assets 
Years  ended  June  30,  1999  and  1998 


1999 


1998 


Additions: 

Members'  contributions 
Miscellaneous 
Police 
Fire 


Investment  income  (expenses): 
Interest 
Dividends 

Net  appreciation  in  fair  value  of  investments 
Securities  lending  income 

Fixed  coupon  dollar  repurchase  agreement  income 
Investment  expenses 

Securities  lending  borrower  rebates  and  expenses 
Fixed  coupon  dollar  repurchase  agreement  finance 
charges  and  expenses 

Investment  income,  net 

Total  additions 

Deductions: 
Benefits 

Refunds  of  contributions 
Administrative  expenses 

Total  deductions 

Net  increase 

Net  assets  held  in  trust  for  pension  benefits: 
Beginning  of  year 


End  of  year 


(in  thousands) 

103,255        96,209 
9,979         9,185 
7,617         6.663 

120,851 

112,057 

203,594 
75,210 

988,426 
81,766 
18,934 

(21,177) 

(69,969) 

(18,300) 
1.258.484 

205,574 

74,921 

1,116,444 

90,570 

35,456 

(28,226) 

(80,375) 

(32.208) 
1,382,156 

1,379,335 

1,494,213 

336,094 
5,095 
6,361 

314.279 
4,274 
5.799 

347,550 

324.352 

1,031,785 
9,836,757 

1,169,861 
8.666,896 

10,868.542 

9.836.757 

See  accompanying  notes  to  financial  statements. 


San  Francisco  Retirement  Svstem 


46 


Annual  Report  Ending  June  30,  1999 


Actuarial  Summary 


The  Retirement  System  pays  an  array  of  benefits  to  members  and  their  survivors  -  service 
retirement,  disability  retirement,  and  survivor  benefits,  in  addition  to  contribution  plus  interest 
refunds  to  members  who  withdraw  from  the  System.  These  benefits  are  funded  from  a 
combination  of  employee  contributions,  City  contributions  and  investment  returns  earned  on 
those  contributions. 

Each  year,  the  Retirement  System  conducts  an  actuarial  valuation  of  its  assets  and  liabilities  in 
order  to  assess  the  funded  status  of  the  System  and  to  determine  appropriate  levels  of  City 
contributions  to  the  Fund  for  the  next  fiscal  year.  The  Plan  valuation  at  the  beginning  of  the  year 
was  carried  out  by  the  actuarial  consulting  firm  of  Towers  Perrin  based  on  June  30,  1998  data. 
The  results  were  first  published  in  December  1998. 

Assumptions  and  Method 

The  main  assumptions  used  to  measure  the  System's  liabilities  for  future  benefits  payments  were: 

Investment  Returns  8.25%  per  year 

Base  Wage  Increases  4.50%  per  year 

Merit  and  Promotion  1.3%,  approximately  (varies  by 

Wage  Increases  group  and  years  of  service) 

Retiree  Mortality  1983  Group  Annuity  Mortality  Table 

The  actuarial  funding  method  used  was  as  follows: 

♦  entry  age  normal  cost  method 

♦  unfunded  liability  due  to  benefit  increases  amortized  as  a  level  percentage  of  payroll  over  20 
years 

♦  unfunded  liability  due  to  actuarial  gains  and  losses,  assumption  changes  and  miscellaneous 
items  amortized  as  a  level  percentage  of  payroll  over  15  years 

The  assets  were  valued  using  a  5-year  phase-in  of  realized  and  unrealized  capital  gains  and 
losses. 
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Key  Results 


Using  the  above  method  and  assumptions,  the  key  findings  of  the  latest  valuation  were: 


Actuarial  Liability 
Actuarial  Value  of  Assets 
Unfunded  Liability  (Surplus) 


6,351,397,000 
7.945.707.000 
(1,594,310,000) 


Funded  Status 
(assets  *  liabilities) 


125.1% 


The  retirement  contribution  rates  to  be  paid  by  the  City  in  FY  99-2000  were  derived  from  the 
following  actuarial  valuation  results: 


POLICE 

FIRE 

MISC. 

TOTAL 

Normal  Cost 

25.02% 

24.43% 

11.35% 

13.49% 

Unfunded  Liability  &  Other  Costs 

(31.84) 

(38.44) 

(3.95) 

(8.85) 

Employee  Contributions 

7.40 

7.34 

7.57 

7.54 

City  Contribution  Rate 

(14.22) 

(21.35) 

(0.17) 

(2.90) 

Board  Approved  City  Contribution  Rate 

0 

0 

0 

0 

San  Francisco  Retirement  System 
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Additional  Details 

Based  on  the  method  and  assumptions  stated  on  the  previous  pages,  the  basic  findings  of  the  latest 
valuation  were: 


Actuarial  Valuation  Results 
As  of  June  30,  1998 


POLICE 

FIRE 

MISC. 

TOTAL 

#Actives 

2,112 

1,630 

23,870 

27,612 

Annual  Salary  (Mill.) 

$135.1 

$100.3 

$1,238.7 

$1,474,007 

Average  Salary 

$63,964 

$61,509 

$51,892 

$53,383 

#Retirees 

1,882 

1,694 

13,367 

16,943 

Annual  Benefit  (Mill.) 

$59.2 

$56.9 

$211.0 

$327.0 

Average  Benefit 

$31,439 

$33,588 

$15,783 

$19,302 

Actuarial  Liability  (Mill.) 

$1,223.5 

$1,027.2 

$4,100.7 

$6,351.4 

Actuarial  Value  of  Assets  (Mill.) 

$1,724.7 

$1,477.6 

$4,743.4 

$7,945.7 

Unfunded  Liability  (Mill.) 

$(501.2) 

$(450.4) 

$(642.7) 

$(1,594.3) 

Funded  Status 

141.0% 

143.8% 

115.7% 

125.1% 

Contributions  Rates: 

Normal  Cost 

25.02% 

24.43% 

11.35% 

13.49% 

+ Unfunded  Liability 

(32.29)% 

(48.89)% 

(4.40)% 

(9.30)% 

Total 

(7.27)% 

(14.46)% 

6.95% 

4.19% 

-Employee  Contribution 

7.40% 

7.34% 

7.57% 

7.54% 

-1-  Administrative  Expenses 

0.45% 

0.45% 

0.45% 

0.45% 

City  and  County  Rate 

(14.22)% 

(21.35)% 

(0.17)% 

(2.90)% 
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525  Market  Street.  Suite  2900 
San  Francisco.  CA  94105-2708 
415  836  1000 
Fax:  415  836  1350 


Towers  Perrin 


December  2,  1998 

Retirement  Board  of  the  San  Francisco 
City  and  County  Employee's  Retirement  System 
1 155  Market  Street,  Second  Floor 
San  Francisco,  CA  94103 

Dear  Honorable  Members: 

Enclosed  is  the  actuarial  valuation  of  the  Retirement  System  as  of  July  1,  1998. 
The  report  contains  recommended  City  contribution  rates  for  the  fiscal  year 
commencing  July  1,  1999. 

This  report  is  based  on  information  provided  to  us  by  the  System's  staff  and  on 
draft  audited  financial  statements  of  the  System. 

This  valuation  has  been  conducted  in  accordance  with  generally  accepted 
actuarial  principles  and  financial  accounting  practices.  The  actuarial  assumptions 
used  in  the  development  of  the  recommended  contribution  level  have  been 
selected  by  the  Retirement  Board,  with  the  concurrence  of  Towers  Perrin,  to  be 
individually  reasonable  (taking  into  account  the  experience  of  the  plan  and 
reasonable  expectations)  and  which,  in  combination,  offer  the  actuary's  best 
estimate  of  anticipated  experience  under  the  plan. 

We  look  forward  to  discussing  the  valuation  results  with  the  Board  on 
December  8,  1998. 


Sincerely, 


^_ 
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